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wa» * Silex is in ever-increasing 
+ wherever perfect coffee is in demand 
. and that means throughout the country! 
More and more dealers are discovering that 
their profits soar when they stock Silex. Feature 
Genuine Silex Glass Coffee Makers in your 
promotions, advertising and displays .... 
and watch those profits climb! 
THE SILEX CO. - Dept. PF-12- Hartford, Conn. 
Creators of the Glass Coffee Maker Industry 
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E CUSTOMER DEPENDS ON YOU 


OR expert advice on the safe, economical, efficient per- 

formance of his gas-burning appliances in home, store, or 
factory—the consumer depends on you. What more funda- 
mental advice can you give him than the recommendation of 
uniform gas supply by the use of a reliable pressure regulator? 
This gets at the source of many possible complaints — and 
especially those regarding fuel bills. 


Barber Regulators are precision devices, dependable in 
operation, long lasting, accurate, troublefree. Built with high- 
grade bronze bodies, brass working parts, phosphor bronze 
springs, non-deteriorating diaphragms (for Butane-Propane 
or bottled gases, regulators are supplied with specially treated 
diaphragms). Use Barber Pressure Regulators on appliances 
which you install or sponsor. 


E BARBER GAS BURNER CO., 3704 Superior Avenue, Cleveland, Ohio 


BSARBER osccsune REGULATORS 


ber Burners For Warm Air Furnaces, Steam and Hot Water Boilers and Gas Appliances 
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ERE'S a brand new vise designed to save 
time. Your men like it—and it helps keep 
sts down. 
is easy to use. Well balanced to prevent tip- 
et; also has adjustable ceiling brace screw and 
rew-down feet. Legs hinged at the stand, as- 
mble compactly, fasten with chain for con- 
mient carrying to the job. 
Bextra wide stand promotes efficiency—there’s 
knty of room for oil can, dope pot and tools— 
ls are always handy—hung on the special rim 
in slots. 
his new Tri-Stand is made in yoke and chain 
terns. Each is equipped with pipe rest and 3 
mders that won’t collapse the pipe. Frames of 
kcial strong malleable metal, jaws of highest 
tality tool steel scientifically hardened for firm 
ip and long wear. No-Mar jaws available in 
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ici atds better work at less cost. Buy the new Tri- Stand Vise, Yoke 
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HE term “public utility’ has undergone 

drastic transmutation since Lord Hale, 
contemplating the ferry boat monopoly on the 
Thames river, first penned his famous dictum 
about businesses “charged with a public in- 
terest.” For that matter, the so-called public 
utility concept has shifted considerably in our 
own United States, since Chief Justice Waite 
first defined it in 1877 in the landmark deci- 
sion of Munn zy. Illinois. 


For a while, during the period which fol- 
lowed World War I, there seemed to be a 
tendency to restrict the public utility family 
to a few traditional public callings. These 
were the common carriers, water, gas, elec- 
tric, and telephone service, and a dubious 
statutory fringe of warehouses, taxicabs, and 
cotton gins. The Supreme Court of that era 
categorically excluded from the public utility 
family gasoline filling stations, theater ticket 
agencies, and a host of general industrial en- 
terprises such as food and clothing, which an 
ambitious Kansas statute sought to regulate, 
a la public utility. 


THEN came the depression. The pendulum 
swung the other way. The Supreme Court 





FERGUS J. MCDIARMID , 


A holding company is as good as its bonds; 
but how good 1s that? 


(SEE Pace 806) 
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HEKBERL CURLY 





The right to strike is not going to be abrogated 
if this administration can get out of tt. 


(SEE Pace 795) 






took a second look at milk control and found 
that it was good. The pendulum is still swing- 
ing the other way. Indeed, if the pending 
price-control statute now being debated in 
Congress is enacted in the form desired by 
the Federal administration, the club of regu- 
lated public utility industries won’t be very 
exclusive at all. 


WirH OPA regulating the price of every- 
thing from “A” to “Z” and OPM rationing 
the supply to the demand, the difference be- 
tween a public utility and any other business 
will be largely a matter of statutory nomen- 
clature plus a more elaborate set-up for ad- 
ministrative procedure. 


¥ 


We will the Supreme Court say about 
all this? It used to be risky, if, not 
actually Iése majesté, to attempt a definite 
forecast of a Supreme Court decision. But in 
these irreverent days there is hardly a man 
on the street, much less a lawyer in his cups, 
who will not agree vigordusly with the astute 
Mr. Dooley’s observation that the election 
returns (and their interim substitute, the 
Gallup polls) function as a sort of amicus 
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OTTER TAIL POWER COMPANY, Wahpeton, N. D. 
130,000 Ibs. steam/hour, 650 Ibs. design pressure, 825° F steam temp. 
Unit burns North Dakota Lignite at 82% Efficiency. 

Riley Boiler, Superheater, Steam-temperature Control, Economizer, 
Air Heater, Water Cooled Furnace, Steel Clad Setting, Riley 

Harrington Stoker. 


RILEY STOKER CORPORATION 


WORCESTER, MASS. 


B08TON NEW YORK PHILADELPHIA PITTSBURGH BUFFALO CLEVELAND DETROIT SEATTLE 
ST. LOUIS CINCINNATI HOUSTON CHICAGO ST. PAUL KANSAS CITY LOS ANGELES ATLANTA 


COMPLETE STEAM GENERATING UNITS 


BOILERS . SUPERHEATERS - AIR HEATERS - ECONOMIZERS - WATER-COOLED FURNACES 
PULVERIZERS - BURNERS - MECHANICAL STOKERS - STEEL-CLAD INSULATED SETTINGS 
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8 PAGES WITH THE EDITORS (Continued) 


curiae in Supreme Court deliberations. In 
short, the Supreme Court will probably say 
OK. Former Representative Sam Pettengill 
of Indiana, a man still in vigorous: condition, 
says he does not expect to live to see the dav 
when the United States Supreme Court will 
again declare a major congressional act un- 
constitutional. 


Burt for all our liberal extension of the 
public utility concept in the United States, it 
is doubtful if we will ever be able to match 
the ingenious Japanese. Over in Japan they 
are making the newspapers “public utilities 
charged with a national mission.” If plans 
new under way go through, Japanese news- 
papers will be operated for use and not for 
“profit,” as we laughingly call the returns 
made on our own capitalistic investment in 
the American press. 


THE interesting and unique feature of the 
Japanese experiment in making a pubiic 
utility out of a newspaper business is the 
techn’que for determining the “national mis- 
sion.” Here, then, is the distinction between 
the Japanese utility concept and the American 
variety. In the United States a public utility 
is a business “charged with a public interest.” 
In Japan it is a business “charged with a na- 
tional mission.” 


How does one go about finding out what is 
the “national mission”? That is very easy. 
The Japanese newspaper editor can be pardon- 
ably excused for occasional uncertainty about 
a national mission in view of the swiftly 
changing t'des of Japanese diplomacy. But all 
he has to do is call up the Ministry of Propa- 
ganda. As a matter of fact, the Japanese 
editor would be well advised to cail up the 
Ministry of Propaganda anyhow, whether he 
is uncertain or not. And that loyal official of 
the Son of Heaven will tell him very promp‘ly 
and plainly what is the national mission as of 
any given da‘e line. 


¥ 


= on this side of the Pacific, our public 
/ utilities are not having so much trouble 
with the national mission as they are with the 


corporation budget. Keeping enough revenue 
out of a rising tide of operating expenses to 
yield a little return on outstanding securities 
is not, perhaps, as exciting a problem as 
weighing the destiny of the world. But it is 
a problem just the same. 


In this issue Fercus J. McDrarmin, that 
well-known security analyst of the Lincoln 
National Life Insurance Company of Fort 
Wayne, Indiana, writes under the provoca- 
tive title, “What Values Exist in Utility 
Holding Company Securities?” It is a 2- 
part series and if at the end of the second 
instalment Mr. McD1armip finds that there 
is value remaining in these securities, due 
note thereof will probably be taken by the 
public utilities division of the Securities and 
Exchange Commission. 
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ABRAHAM DOLLINGER 


A state policy on grade crossings is fine; but 
it needs policing. 


(SEE Pace 813) 


NOTHER perennial problem connected with 
A utility operation, which is more trouble- 
some than glamorous, is the matter of elimi- 
nating railroad grade crossings. In these hectic 
times we are inclined to forget that more 
highways and more traffic continue to demand 
more grade-crossing elimination. It is not a 
responsibility that can be handled by passing 
a law and declaring a statutory policy. It 
requires persistent administrative supervision. 


In this issue ABRAHAM DOLLINGER, secre- 
tary to New York State Transit Commis- 
sioner M. Maldwin, Fertig, gives us an out- 
line of the grade-crossing situation from the 
regulatory viewpoint in New York state. 
Mr. DoLLINGER, a member of the New York 
bar, is a graduate of the College of the City 
of New York and New York Law School 
CELEB... 00) 


¥ 


HE opening feature article in this issue by 

our Washington correspondent, HERsert 
Corey, deals with another pressing emergency 
crisis which has had its impact upon the 
utility industry — labor trouble, and what to 
do about it. 


Wr’ like to take this occasion to wish all 
of our readers and friends a very Merry 
Christmas. 


THE next number of this magazine will be 
out January Ist. 


Ae Odile 
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, SIMPLE WAY TO CUT YOUR BAD DEBT LOSSES 


eT: > Every Utility Company wants to stop prohibitive bad 
. » debt losses, improve customer relations and ease the 
burden of work and worry loaded upon executives 
and personnel. Now, there's a new, easy way to 
accomplish all three objectives: 


GUARANTOR'S AGREEMENT 


FORT WAYNE WATER WORKS are 
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KARDEX 
fine; but } 3 CUSTOMER HISTORY RECORD 


Centralized within a single Kardex Customer History 
Record are all the essential facts which contribute to 
a reduction of bad debt losses, better customer rela- 
tions and savings in executive and clerical time. 


































































































































































































cted be Combined within this single Kardex record are: 
> trouble- 
of cling: aries Sento wont Pe LOSS SLAIN G +. Application for service 
ese hectic Jac” CEE en Ae 7 2. Alphabetic index of customers 
nat more Remeenee 3. Deposit ledger 
9 demand "A. eg ay Be aa peg 4. Guarantors record 
is not a aa 2” 5. Record of accounts guaranteed 
y passing 3 6. Inactive account ledger record 
olicy. It a 7. Bad debt record 
pervie 5 f 8. Copy of deposit receipt 
—— E 9. Collection record 
Commis- = — 10. Credit information 
$ an out- = at The Kardex Customer History Record establishes 
from the : collection effort on a selective basis—concentrating 
rk state. how RIA attention only on delinquent accounts. It speeds 
ew York pacts). 2830 ; 900 S Harrison aor customer service by centralizing the source of in- 
the City ye 3-402 1-1 ' formation. It relieves executives and clerks from 
v School = | time-consuming searches in several files for informa- 
tion pertaining to a single account. 
@ CITY OF FORT WAYNE, ELECTRIC & 
WATER DEPARTMENT Kardex Customer OUR RESPONSIBILITY 
; issue by History Record—Above are shown two 6- You can install your Kardex Customer History Rec- 
HERBERT inch x 4-inch Kardex pockets—front and back. ord without headaches, overtime or interrupted 
mergency The front pocket contains the fold-over card— normal routines by letting us assume the entire in- 
upon the the flap is up. Its face provides the Application stallation. We'll do the whole job—typing, verify- 
| what to for Service and an 8-year record of Light, ing and filing—and turn over to you a new system 
Water and Sewage payments. Signals in the all ready to deliver benefits-plus! 
oo — — re rs their oe such 
wish a acts as—'‘deposit’’, “delinquent”, “discon- 
y Merry nected,” , i : WRITE TODAY 
The back pocket maintains the 5-inch x 3-inch Write today for all the facts on the triple savings of a 
+ wine cards such as “Guarantors Agreement” etc. Kardex Customer History Record. No cost, of course. 
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Vulcan provides clean heat transfer surfaces to 2 OK, 
the Combustion four-drum, bent-tube, 400,000 
lb. per hr., pulverized coal-fired boiler which serves CALC S 0 0 T B L 0 W E R S 


this new 40,000 kilowatt, 900 Ib. per sq. in. 
Southern plant. 
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The advanced design, HyVuloy and Vulite 
intimate contact bearings, HyVuloy elements 
ty water and VULCAN'S Model LG-! are guarantees of 
851. efficient, trouble-free operation in ANY plant. 
hese ‘ Remember that whatever the characteris- 
53, 4 od tics of your boiler and setting, fuel, or load, 

a Vulcan engineers will be glad to solve any soot 
blower installation and operating problem 
involved. 


adjoining 


VULCAN SOOT BLOWER CORP., DUBOIS, PA. 
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Remarkable Remarks 


“There never was in the world two opinions alike.” 





—MONTAIGNE 









“You can do things with gas on any scale instantly,” 


¥ 


“The less we use the right to strike now, the more 
effectively we safeguard it for the future.” 


¥ 


“IT am not ready to accept the armament boom as the 
last meal of the doomed before the execution.” 


¥ 


“IL believe that the marketing of power might well 
be placed under the supervision of the Federal Power 
Commission.” 


¥ 


“[ do not think that I exaggerate when I assert that 
the fight against public power is a fight against the 
development of irrigation.” 


¥ 


“The more the people of this country look to Wash- 
ington to do for them what they are able to do for 
themselves, the more they wiil lose in strength, resolu- 
tion, and moral fiber.” 


¥ 


“ 


. the Pacific Northwest contains, roughly, 40 per 
cent of the nation’s potential hydroelectric power, 
practically all of which remains to be developed by 
the Federal government.” 


¥ 


“Three years ago the administration would have held 
up the example of the St. Lawrence as a work-maker, 
but in these days the diversion of 27,000 men for a 
period of years is regarded as something inconsequen- 
tial.” 


¥ 


“ 


I have been firmly convinced ever since this 
became a burning question that competitive bidding is 
not in the public interest; and now that it is actually in 
effect, I have seen nothing that has made me want to 
change my viewpoint.” 


12 
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“Let’s face the fact—that most domestic rates haa 
been reduced—voluntarily or otherwise—to levels that | 
give little consideration to adequacy of return.” 


¥ 


. . the nonchalance with which Congress increased 
the debt limit from $45,000,000,000 to $49,000,000,000 and 
then in a few months jumped it to $65,000,000,000 leaves 
no room to suppose that government expenditures are 
to be hampered by any statutory debt limit.” 


¥ 


“In this time of national emergency nothing save the 
actual production of arms and armament is more im- 
portant than full codperation by all commissions, state 
and national, to the end of efficient regulation with the 
least possible interference with honest business and all 
possible encouragement to the flow of capital into in- 
dustry.” 


“ 


¥ 


. there is not a single impartial fact-finding eco- 
nomic survey which proves or confirms the merit or 
justification of the [St. Lawrence] project. Nowhere 
can we find an expert and unbiased economic survey 
which shows that the claimed benefits outweigh or offset 
the disadvantages of the project, thus proving the justi- 
fication of this costly undertaking.” 


¥ 


“Psychologically, it is a serious mistake to interfere 
with the drive which makes men produce. People want 
something to show for their pains. They want to be able 
to go to the stores and buy things; and, if merchandise 
is short, they still will want the right to put their money 
in the bank. Neither individuals nor corporations which 
are run by individuals work for the love of it.” 


> 


there will be [1942] elections, despite recent 
speculation about calling them off in case of war. The 
Constitution has stood a lot of knocking about lately, 
but even the present Supreme Court would have trouble 
interpreting laws passed by 435 Congressmen whose 
terms have expired and by a Senate composed of only 
64 legitimate Senators. To eliminate the 1942 elections 
would be revolution, pure and simple.” 


>» 


“I do not minimize the value and importance of emer- 
gency and public works, but they are at best only tem- 
porary and makeshift measures. What is more, that 
kind of policy carries with it the danger of turning 
millions of self-respecting Americans and their families 
into economic and financial dependents of the state. That 
way lies the perpetuation of an all powerful bureaucracy 
and the entrenchment of personal power.” 


“ 
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All stresses taken by mounting 
frame with insulators in compres- 
sion loading under all conditions. 


Gasketed covers are housings only, 
—take none of the stress. 


Installation and adjustment made 
before covers are put on. 


Housing covers can be removed 
easily for inspection. 





Expensive equipment investments may now be safe-guarded 
from interphase shorts often due to dust pocket flashovers 


in congested areas where buses are exposed, or due tq 


support structure failure. Here is a new outstanding design 


consistent in cost with any type of bus structure. 


RAILWAY ano INDUSTRIAL ENGINEERING CO 


GREENSBURG, PA. ..... In Canada, EASTERN POWER DEVICES, Ltd., TORONTO 
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TWO 


C-E CONTROLLED RADIANT BOILER> 


The name describes the two outstanding characteristics 
of this boiler: (1) an exceptional measure of control 
over all aspects of operation (2) utilization of radiant 
heat to produce a large proportion of total steam output. 
Other features are a two-stage superheater designed to 
permit the maintenance of low gas velocities in the 
frent section, thus minimizing any tendency for slag to 
accumulate; closely spaced, bifureated furnace tubes, 
without intermediate headers, providing a maximum 
amount of radiant surface and reducing by half the 
number of tube joints and handholes; by-pass damper 
for contro! of superheat temperatures which can be lo- 
cated in the most advantageous position; adjustable 
burners providing control cf gas temperatures entering 
the boiler and superheater and control of heat absorption 
in various parts of the unit; a remarkably effective 
method of inhibiting foaming and minimizing carryover 
of moisture and entrained solids in the steam leaving the 
boiler. 





<C-E STEAM GENERATOR, TYPE VU 


Notable in this compact and highly adaptable unit 
is a group of features which are responsible for its 
eminent reputation for the generation of clean, dry 
Steam: (1) symmetrical design so that each longi- 
tudinal section has the same amount of furnace 
volume, the same evaporative surface and same super- 
heating surface. Hence, each section functions under 
similarly uniform conditicns, produces equal results, 
carries same amount of water, produces same amount 
of steam; (2) most active steam producing tubes 
enter the drum above the normal water level thereby 
minimizing turbulence; (3) liberal drum volume 
assures adequate steam space and resultant low steam 
velocity; (4) uniform, low velocity steam discharge 
to superheater headers. Other features include over- 
head suspension cf all pressure parts to provide for 
expansion resulting from temperature changes and 
thoroughly insulated, steel encased walls to assure 
minimum heat loss from radiation or air infiltration. 
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UNITS 4% ¢-€... 


THAT ARE SATISFYING 
THE MOST CRITICAL USERS 
OF 


STEAM GENERATING EQUIPMENT 


the critical standards adhered to by 

the engineers who influence the selec- 
tion of central station equipment. For theirs 
is the responsibility of selecting designs that 
will meet today’s severe service demands 
and at the same time provide the highest 
standards of economy and _ availability. 
Since the utility offers a public service, the 
factor of reliability obviously warrants the 
utmost consideration, and more so in to- 
day’s all-out production program than ever 
before. Yet equally important is the un- 
ceasing quest for the greatest economy of 
operation without which the present low 
rates for electrical service would never have 
been possible. 


There is significant evidence of how well 


COMBUSTION 


Ties plenty of good reason behind 


these two C-E Units: (1) Controlled Radi- 
ant Boiler (2) VU Steam Generator meet 
these vital requirements in the. fact that 
they have been selected so frequently for 
modern central station service. Both of 
them are highly standardized designs which 
with slight modifications can be adapted 
to serve the complete range of present 
public utility capacity requirements . . 

30,000 to 1,000,000 lb of steam per hr. Both 
of them, in their various features of design 
and construction, bear ample evidence of 
C-E’s extensive experience in the develop- 
ment of steam generating units for public 
utilities. Service records of many installa- 
tions not only prove these units to be the 
most economical in the systems they serve 
but also reflect C-E’s consistent effort to 
assure maximum availability. A-628-A 


ENGINEERING 


Company, Inc., 200 Madison Avenue, New York, N. Y. 


C-E PRODUCTS INCLUDE ALL TYPES OF BOILERS, FURNACES, PULVERIZED FUEL 
SYSTEMS AND STOKERS; ALSO SUPERHEATERS, ECONOMIZERS, AND AIR HEATERS 
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SAVE 50% 
IN TIME AND MONEY WITH 














THE ONE-STEP METHOD 


OF BILL ANALYSIS 











HAT effect is the national defense program having on your bill dis- 

tribution? Analysis of customer usage data will provide the answer to 
this important question. In addition to a knowledge of the existing situation, 
certain trends may be disclosed, a knowledge of which may be of considerable 
importance to you under circumstances where the picture is rapidly changing. 
The One Step Method of Bill Analysis is ideally suited to meet the needs 
of this problem. It does away with the necessity for temporarily acquiring, 
training and supervising a large clerical force. Our experienced staff plus our 
specially designed Bill Frequency Analyzer machines can turn out the job in 
a few days and at the cost of only a small fraction of a cent per item. 
We will be glad to tell you more in detail about this accurate, rapid and 
economical method for obtaining a picture of your customer usage situation. 
Write for a copy of the booklet “The One Step Method of Bill Analysis.” 


Recording & Statistical Corporation 
Utilities Division 
102 Maiden Lane, New York, N. Y. 
Boston Chicago Detroit Montreal Toronto 
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rucks, too, must 
serve longer! 


you need the extra depend- 
ability of quality-built 
Dodge Job-Rated Trucks 


* 
Now... More Power, too! 


IN DODGE 
1% -TON 


HORSEPOWER — 


120} 1 


HORSEPOWER Pi 
Feilee BECAUSE OF 


CHRYSLER CORPORATION 
ENGINEERING 

















@ These are days when extra qualit 
extra dependability and extra powe 
are needed! Dodge gives you all thre 
in super-powered Job-Rated truck 
They’re built to deliver extra thousand 
of miles of efficient, low cost operatio 
They’re Job-Rated—from engine t 
rear axle—‘“‘sized”’ right in every fea 
ture to do the job, and to stay on th 
job. See your Dodge dealer—toda 
2 3 * 
DODGE PRODUCTS FOR NATIONAL DEFENS 
Command Reconnaissance Cars « Field Radio Cars « Troo 
and Cargo Motor Transports « Weapon Carriers « Ar 


Carry-Alls « Ambulances « Duralumin Forgings for Bombe 
Fuselages « Parts and Assemblies for Anti-Aircraft Canno 


Prices and specifications subject to change without notice 





‘povse 


%% to 3-Ton Gas, and Heavy-Duty Diesel 
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To Your Trenching Requirements— 


THE CLEVELAND “BABY DIGGER’ 
MODEL “95” 
Equally Efficient for Long Line Trench or City Distribution 





Literally thousands of miles of completed work have proven the correctness of 
“Baby Digger” design. The forerunner of all full-crawler trench excavators, 
“Baby Digger” stands supreme as a compact, light weight, easily transport 
trencher. With it you have the best chance to machine dig your work. Compa 
fast, flexible, powerful and with all dead weight eliminated, the “Baby Digger” e 
actly meets conditions, whether it’s a cross-country transmission line or a short s¢ 
vice extension in the city. 


Easy to operate and transport and with the built-in qualifications to resist wear al 
abuse, the “Baby Digger” represents the utmost in economy and efficiency and assur 
maximum machine usage. Only the “Baby Digger” gives you such power, speed af 
strength and such a wide digging range in such a small pack- 

age. Write today for complete de- 

tails on this modern most usable 

“Cleveland.” 


A big time-saving ''Cleveland'' feature — Truck 
speed transportation on special trailers. 


THE CLEVELAND TRENCHER Cl 


"'Pioneer of the Small Trencher" 


Sore St. Chale: Avenue. 6.6 ek a ee Ee a ea ee Cleveland, 
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Water Meters 
Distribute Water Costs 


ere are three families, two of them 

economical, one of them wasteful. 
They all live in houses which, under the 
flat rate system, would be rated equally. 
Let’s see how they would fare on a 
metered rate if the city were to receive 
the same gross income from all three 
as it did on the flat rate. 


AMOUNT WATER USED 
J] AMOUNT PAID FOR— FLAT RATE 


GREE, AMOUNT PAID FOR — METER RATE 


A small family, keeping their plumbing in good repair, 
uses a very modest amount of water. Waste is very little. 











—| AMOUNT PAID FOR—FLAT RATE 





AMOUNT PAID FOR— METER RATE 


A large family, also keeping their plumbing tight, might 
perhaps use twice as much. 


AMOUNT WATER USED 





4 AMOUNT PAID FOR— FLAT RATE 








AMOUNT PAID FOR— METER RATE 


But that same large family, if they were careless, 
could use a prodigious amount of water— perhaps 
four times as much if they let their plumbing get 
into disrepair and were not careful to turn off the 
water when they finished using it. 


P.S. Experience has shown that on a metered basis, 
practically all this waste is eliminated. 








NEPTUNE METER COMPANY @® 50 West 50th Street, 
NEW YORK CITY 
Branch Offices in CHICAGO, SAN FRANCISCO, PORTLAND, ORE., 


DENVER, DALLAS, KANSAS CITY, LOUISVILLE, ATLANTA, BOSTON. 
Neptune Meters, Ltd., 345 Sorauren Avenue, Toronto, Canada. 





RR PRAT SET = TYREE ORES ERNE 
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BAYER SOOT CLEANERS 


APPLIED TO 


MODERN PUBLIC UTILITY BOILER 























































































































































































































































































































































































































PULV. COAL FIRED 
950°F. STEAM TEMPERATURE 


THE BAYER COMPANY 


605,000 LBS./HR BOILER 


1350 LBS. PRESSURE 


ST. LOUIS, MISSOURI 
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they are largely a hand-made, repetitive 
job. And today that job is complicated 
and slowed up by two conditions—trained 
help becomes scarcer, and the need for 
quick, accurate figures is even more 
pressing. 
What’s the answer? Thousands say, “DITTO’S 
MISTAKE-PROOF, INSTANT-ACTION 
METHODS!” 


With Ditto in charge of your operating statements, 
payroll, and reporting routines, NOTHING EVER 
IS RE-WRITTEN. You write it— ONCE—and that’s 
the end of it. 

Human and machine errors are impossible. The 
wanted data is complete. The routines go through, as 
arule, in ha/f the time...and that’s the answer to today’s 
needs!...Get the answer! Mailthe coupon ~~..-------~ 
now — while you’re thinking about it. 


Rf ae your own routines. You'll see that 


DITTO, Inc. 
Send coupon for fasci- 648 S. Oakley Blvd., Chicago 


New Tuquk in Acconas Gentlemen: Without obligation please send me: 
ing,” and “Copies, Their ( ) Data on Ditto Utilities Methods 

Place in Business’’—a ( ) Arrange a Ditto demonstration for me 
profitable move for any 

executive! 


DITTO 
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Half a Job 
is Worse than None 





URE, we sell store fronts—one 
every few minutes of every 
working day, to be exact. But we 
would rather not sell a front than 
to install one that does only half a 
job. If a front won’t increase that 
customer’s business, we don’t want 
him to buy it. That’s just plain 
horse sense. Don’t you feel the 
same way about your sale of in- 
creased illumination? 


Our fronts are much more effec- 
tive when illumination becomes an 
integral part of their styling—and 
when the interior of the store and 
display windows are highly illumi- 


nated. For this reason it is logica 
for our salesman to suggest i 
creased lighting to his store fron 
prospects. | 


But, by the same token, it i 
equally sound reasoning for co 
mercial lighting salesmen to sug 
gest new fronts to their prospects 
Only by such cooperation will w 
both avoid doing “half a job. 
We'll do our share. How abou 
your 


When you think of store fronts 
think of “Pittsburgh” Pittco Storé 
Fronts . . . the leader in the field 


ITTCO STORE FRONTS 


PITTSBURGH PLATE GLASS COMPANY 
"PITTSBURGH stand for Duality Glass and Cain 
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TRUCKS 


Their economy makes them 
“THRIFT-CARRIERS FOR THE NATION” 


and their mighty ‘‘Load-Master’’ engine makes them the 
most powerful of all biggest-selling trucks 








CHEVROLET FEATURES 
ECONOMICAL BEYOND ANY HAULAGE EQUAL! 
That’s Chevrolet trucks. And that’s only one of many CHEVROLET LEADERS 
reasons why the truck operators of America are CHOICE o HIP 
showing even more pronounced preference for Chev- Special E¢ 
rolets today than in previous years. 
For, not only are these big, sturdy Chevrolet 
trucks with ‘‘Load-Master’’ engine exceptionally 34-Ton models; 5 
saving of gas, oil and upkeep, but they are also the or “Load-Master” pat 
most powerful of all biggest-selling low-priced with extra hors biacieg 
trucks. And, of course, they’re outstandingly dur- and torque PON 9 ay 
able—outstandingly dependable—with the built-in tional cost), in Hea — 
strength to give long, economical service. wy Outy 
Choose Chevrolet trucks—‘“‘Thrift-Carriers for 
the Nation’’—and you’ll own the trucks that are 
geared to haulage leadership for these hard-working, 
fast-moving times. Phone or visit your nearest Chev- 
rolet dealer for a thorough demonstration—today! 
CHEVROLET MOTOR DIVISION, General Motors Sales REAR * HYPOID 
Corporation, DETROIT, MICHIGAN AXLE 


F ENGINES 
‘onom 
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HOOSIER ENGINEERING COMPAN 


CHICAGO 46 SO. 5TH ST., COLUMBUS, OHIO NEW YOR 
Canadian Hoosier Engineering Company, Ltd. 


ERECTORS OF TRANSMISSION LINE: 
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Please bring the 
om T1880 ledger...” 
















t record comes, clean and clear, as 
ough it had been written yesterday, 
preserving down through sixty years a 
ital entry to prove an all-important point 
today. Clean and clear — because it was 
mitten on a durable L. L. Brown record 
paper. The records you make today grow 
importance ...are increasingly sub- 
ect to more frequent inspection. Keep 
em... safely ...on L. L. Brown rec- 
ord papers. More and more bankers, busi- 
ness men, and accountants are choosing 

ese papers that have proved unques- 





onstant handling. 


i ti tial 


From every L. L. Brown record paper you 
can count on a perfect surface for writing 
and typing, for erasure and re-writing. 
You can be sure of uniformity and dura- 
bility. Nearly a hundred years of making 
only the finest papers give you sound 
ground for expecting much more from 
. L. Brown record papers. And yet, the 

















tonably their ability to withstand tough, 





use of these papers increases record costs 
not at all in comparison with papers of 
similar rag percentage... by only the 
minutest fraction in comparison with 
cheap papers. Your printer will be glad 
to see that your record forms and books 
come to you on these fine papers! 


... for your correspondence! 

Written on a substantial, full-bodied L. L. 
Brown bond, your letters carry an imme- 
diate, favorable impression of you and 
your organization to the persons who re- 
ceive them. Ask your printer to show you 
your letterhead on one of these prestige- 
building letter papers. 


FREE! ... This newest L. L. Brown booklet (reading time about 8 minutes) shows 
you how to get superior records, more impressive stationery at microscopic .. . 
if any... extra cost. Write today—please ask for booklet B, “MUCH for a mite.” 











Y _% 
Ree L-L- BROWN chibi 


Established in 1849 
Adams, Massachusetts 


Papers for Dependable Records, Impressive Correspondence 
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You've saved 


two million lives 


...8o0 tar! 


GINCE 1907, when the fight 
began, the tuberculosis 
death rate has been reduced 
75%!—by people like you 
buying Christmas Seals. 
More than two million lives 
have been saved. 


But the battle against this 
scourge must go on. Tuber- 
culosis still kills more people 


Buy 


between the ages of 15 and 
45 than any other disease. 


Yet it is possible to elim- 
inate completely this enemy 
of mankind. Our weapons 
are Research, Education, Pre- 
vention, Control—made pos- 
sible by your use of Christ- 
mas Seals. Get them today. 


CHRISTMAS 


The National, State 
and Local Tubercu- 
losis Associations 


SEALS 


in the United States 
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Your business form requirements are more than 
met by the variety of quality forms manufactured 
by Egry. Continuous Forms with or without inter- 
leaved one-time carbons; Allset and Foldover indi- 
vidual unit sets; padded and special forms... 
engineered to your individual requirements ... a 
complete form system to expedite the writing of all 
initial records. 

A request will bring a special prepared brochure 
containing samples of Egry forms now in use by 
utilities. Address Department F-1218. 











'The EGRY REGISTER Company 


Dayton, Ohio 
SALES AGENCIES IN ALL PRINCIPAL CITIES 


The Egry Register Ce., (Canada) Ltd. King & Dufferin Sts., Toronte, Ontarle, Canada 


} 
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IN HUNDREDS OF UTILITY ANI : 
PRIVATELY-OWNED FLEETS—IT’S EXIDE 


EACE of mind is not something that ce 
be purchased in the ordinary sense of th 


word. : 


Nevertheless, hundreds of fleet operatot 
whose buses, trucks or company cars must b 
on the road at any time and under all cond 
tions, have ceased to worry about cranking an 
lighting failures since installing Exide Batterie 


It is mighty gratifying to know that the ba 
teries which Exide recommends for a particula 
job of cranking or lighting, can be depende 
upon to do that job satisfactorily without cod 
dling, under the most severe conditions. Cas 
records provide evidence of fleet owners ope 
ating hundreds of vehicles, who have receive 
an average of 125,000, 175,000 and even 200, 
miles per battery. , 


Why not equip your company’s vehicles witl 
ExidesP Our free booklet, “Battery Operatin 
Instructions,” is yours for the asking . . . an 
it may help you arrive at a decision. 


THE ELECTRIC STORAGE BATTERY (0 


The World’s Largest Manufacturers of Storage Batterie 
for Every Purpose 


PHILADELPHIA 


Exide Batteries of Canada, Limited, Toronto 
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Over unbeaten paths—for unbeatable valve service 
—Nordstroms go far 


NORDSTROM VALVES 


MERCO NORDSTROM VALVE CO. 


A Subsidiary of PITTSBURGH EQUITABLE METER CO. 
WORLD'S LARGEST MANUFACTURERS OF LUBRICATED PLUG VALVES; GASOLINE, OIL & GREASE METERS 
Main Offices: 400 Lexington Ave., PITTSBURGH, PENNA. 
Branches: Oakland (Calif.) Factory: 2431 Peralta St. 


Hag York City, Buffalo, Philadelphia, Columbia, Memphis, Chicago, Kansas City, Des Moines, Tuisa, Houston, Los Angeles, 
Francisco, Seattle. Canadian Licensees: Peacock Beem. Let, — 1. =e Licensees: Audley Engineering Co., Ltd., 
rt, Shropshire, land. 
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The cook can’t forget to set the RobertsHaw, 
heat control. She must set it in order to turn 
on the fuel! One single motion does both jobs. 
Another single motion turns the fuel off and 
returns the setting to zero. It couldn’t be sim- 
pler—or surer! 


FOR GAS AND ELECTRIC RANGES 


-ROBERTSHAW THERMOSTAT COMPAN’ /, YOUNG 
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HEAVY, GALVANIZED SHEET METAL noe 


HIGH-MELTING-POINT ASPHALT 
A FULL INCH THICK oe oc 


CANVAS JACKETED 
85% MAGNESIA 
INSULATION 


PIPE AS 
SPECIFIED 


The high insulating efficiency of 85% Magnesia with the 
inch-thick protecting layer of Asphalt ensures for Ehret’s 
Durant Insulated Pipe a long and trouble-free life of service. 
Added to this inherent value are 10 points of advantage 
that make Ehret’s D.1.P. outstanding for underground service. 


1 Insulation protection is absolutely § No rollers or pipe supports re- 
dependable. quired. 


2 Permanently waterproof. 7 Tile or masonry protection not 

3 No sub-drains required. Complete required. 
water submersion does no harm. 8 
Corrosion and electrolysis elim- 
inated. eo eee 9 No breakage ve waste of material 

during i Hl} " 

5 In multiple lines, individual Durant sr aR 
pipes can be added, removed or {1() Field costs are much lower than 
replaced without disturbing those of tile, tunnel and similar 
others. systems. 


Minimum trenching and field work. 


Send for the Ehret D.I.P. Booklet. It gives complete information on 
this modern system for underground insulated piping. 


EHRET MAGNESIA MANUFACTURING COMPANY 


VALLEY FORGE + PENNSYLVANIA 


ZOlSTRIBUTORS IN ALL PRINCIPAL CITIES 
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condensing effect with the least 
Pumping and Auxiliary cost 


lliott Condenser 
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h {I American Transit En 5 
Eee Association will hold group meeting, Cin 
| 18 : cinnati, Ohio, Jan. 1, 1942. @ 
19 F { Louisiana Engineering Society will hold meeting, New Orleans, La., Jan. 9, 10, 1942. 
20 Se Y Society of Automotive Engineers will convene, Detroit, Mich., Jan. 12-16, 1942. 
a1 S q New England Gas Association, Operating Division, will hold meeting, Boston, Mass., 
Jan. 14, 1942, 
4 Missouri Valley snare Association will hold power sales conference, Kansas City, 
22 M Mo., Jan. 15, 16, a. 
23 T* a aes of Civil Engineers will hold convention, New York, N. Y., Jan. 
21-23, 
24 W GY American Society of Heating 4 Si canes Engineers will hold annual meeting, 
Philadelphia, Pa., Jan. 26—30, 
25| T* | aMerry Christmas, 1941! £) 
26 F T Aaerices: Institute of Electrical Engineers will hold winter convention, New York, 
Jan. 26—30, 7A 
27 Se Q International Heating and Ventilating Exposition (biennial) will be held, 
Philadelphia, Pa., Jan. 26-30, 1942. 
28 S { Minnesota Telephone Association will convene for session, Minneapolis, Minn., Jan. 
27-29, a 
29 M baron a Electric Instsutts Electrical Equipment Committee, will hold meeting, Pitts- 
burgh, Pa., Feb. 941. 
30 T* Y American Water Works Association, New York Section, holds meeting, New York, 
st fe 
31 W q Edison Electric Institute, Transmission and Distribution Committee, will convene 
for meeting, Cleveland, Ohio, Feb. 9-11, 1941. 
—_—— 
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Courtesy of the A.C. A. Gallery rom Elsie Hafner, 'N. Y. 


“Construction Workers” 
By Philip Evergood 
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We'll Probably Pass a Law 


If, believes the author, labor quarrels and strikes 


continue to threaten the public welfare. 


Capital 


and labor in England, since the general strike in 

1926, have worked out their problems amicably. 

Need for action here for the protection of the pub- 
lic in defense and public utility industries. 


By HERBERT COREY 


NGLAND has had what amounts 

to industrial peace since 1926. 

In that year union labor called a 
general strike and got licked. An en- 
raged public stopped the strikers in 
their tracks. Employers and employ- 
m ces then got together on a basis of un- 
derstanding. Government, broadly 
speaking, kept its hands off. 

In the United States there has been 
more or less striking every day for ten 
vears. Big strikes, little strikes, sit- 
down strikes, slow-down _ strikes, 
picket-line battles, goons, bombs, mur- 
der, and destruction. The progress of 


795 


the defense effort has been held up by 
the loss of millions of man-days. Yet 
we are assured by the $30,000,000-a- 
year press agents of the government 
that our danger is no less than Eng- 
land’s. A man cannot wrap a sandwich 
in a piece of newspaper without read- 
ing a piece about it. Every 5-tube radio 
hammers the story of our needs into 
our ears. These millions of man-days 
were not lost to the defense industries 
through any ignorance. Certainly the 
American workman is as loyal as his 
English opposite-number. What’s the 
matter ? 


DEC. 18, 1941 
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“Capital and labor in England 
worked out their own problems,” said 
one of the top men in Washington. 
“We turned our experts—God save us 
—our professors, our economists, our 
legislators, our job-riders, and our 
theorists loose on the labor problem. 
We have a labor government but no 
labor policy. Miss Frances Perkins, 
Secretary of Labor, is what in England 
is called Minister of Labor. The Min- 
ister has responsibility and power. Miss 
Perkins has a rival in Sidney Hillman, 
codirector of the Office of Production 
Management in charge of labor. Smart 
folks can play one off against the other. 
Perhaps a dozen organizations in the 
government have something to do with 
labor. Each does what it pleases. Ina 
word, it’s a mess.” 

The man quoted will not be named. 
Publicity would only get him into 
trouble. Readers of the FoRTNIGHTLY 
must just take my word for it that he 
thoroughly knows his business. He has 
been dealing with labor matters for 
twenty years and is respected by both 
sides. Before the situation in the 
United States is more thoroughly ex- 
amined Geoffrey Crowther, editor of 
the London Economist, will be called 
on to define the labor situation in Great 
Britain. He says: 

“Ever since 1926 England has en- 
joyed a very remarkable degree of in- 
dustrial peace. Disputes are in almost 
every case settled by amicable discus- 
sion without even reference to the arbi- 
tration machinery set up by the gov- 
ernment. There has been no stoppage 
of any importance since the war be- 
gan.” 


| pyrantel the smashing of the 
general strike in 1926 union labor 
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in England changed its tune. Leader 
ship passed into the hands of conserva 
tive men. 

“The general strike,” he said, “wa 
the culminating experiment in the doc 
trine of direct action — a doctring 
which held that organized labor had 
both the strength and the right to im 
pose its will on Parliament and the 
government by means other than thé 
ballot box.” 

When that failed a tacit bargain was 
struck. The British public recognized 
the unions as a force to be reckoned 
with. The Trades Union Congress was 
accepted as a partner in the mechanis 
of the state. It is almost one of the 
estates of the realm. It has the active 
adhesion of a majority of the people 
Employers found there were advan 
tages to be gained in friendly codpera 
tion. “It may be a little fanciful to sug 
gest that a new struggle of capital and 
labor against the consuming commu 
nity is about to begin,” but at least 
“union leaders can pursue their ends 
without more than an occasional resort 
to the strike weapon.”” This admirable 
state of affairs was not brought about 
through the agency of government. 

“There is nothing on the British 
statute books which even faintly re- 
sembles the American Labor Relations 
Act.” Labor’s funds have been for 
half a century protected against suits 
for damages as a consequence of its 
policies, “but there is no right to haul 
an employer into court for refusal to 
bargain collectively or recognize the 
union. There are no state-run elections 
for representatives in British fac- 
tories.” 


. Ben British system, according to 
Mr. Crowther, is as different 
6 
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fom the American plan as chalk is 
from cheese. And it works. In Eng- 
nd there are approximately 6,250,000 
ynionized men and women out of a 
wage-earning population of about 22,- 
000,000. In the United States and 
Canada, John J. O’Leary estimates the 
trades union membership at 9,000,000. 
The National Industrial Conference 
Board rated the wage-earning popula- 
tion in 1940 at something more than 
48,000,000. Roughly speaking, one 
wage earner in three is unionized in 
England and one in five in the United 
States and Canada. At the best that is 
only an approximation. Certainly the 
difference in the degree of unionization 
cannot be charged with the chaos which 
prevails in American labor as com- 
pared to the peace in England. 

“It would be wrong,” says Mr. 
Crowther, “to say that the closed shop 
isthe rule in British industry.” 

But he indicates that employers have 
found that it is not worth while to fight 
over the open shop question. They pre- 
fer to keep on terms of close friendship 
with labor, even at the cost of incon- 
venience and added costs, because 
“labor can be made into a useful ally— 
inmaking application for benefits from 
the British government (direct subsi- 
dies, tariff protection, grant of powers 
to restrict production, etc.) support 
from the trade union is most valuable, 
not only for its effect on public opinion 
but most directly for its effect on the 


q 
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attitude of the Labor Party in the 
House of Commons.” This in effect 
reduces the number of probable causes 
for strikes in England to the simple 
one of wages and hours and this may 
be utilized by the employer to obtain 
benefits from the government. 


N the United States strikes may be 

classed in four categories. Every 
one touches the utilities. Until recently 
they have had comparatively little 
strike trouble. One reason assigned for 
this fortunate fact by a close observer 
of labor in operation is that employees 
of utility companies are not only well 
paid but are rated as unusually intelli- 
gent. The men and women in the com- 
munications companies have appreci- 
ated the essential position they occupy 
in the national life. A consequence is 
that they think of the company as 
“our” company. 

“Far’s we’re concerned,” said one, 


“Gifford is just another employee.” 


So the utilities have had little Wag- 
ner Act trouble. That act assures the 
employees of collective bargaining. 
But they have had collective bargaining 
so long that it is a part of their lives. 
Until recently no one suspected that 
anything might happen to the plan. 
The communications unions were all 
independent, and so far as there is an 
available record, neither the AFL 
nor the CIO has, until recently, tried 
to make a change. Then a paragraph 


“ROUGHLY speaking, one wage earner in three is unionized 
in England and one in five in the United States and Canada. 
At the best that is only an approximation. Certainly the dif- 
ference in the degree of unionization cannot be charged with 
the chaos which prevails in American labor as compared to 
the peace in England.” 
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in a recent letter of the P.U.R. Execu- 
tive Information Service met the eye. 
In it this statement was made: 


The recent controversy over attempts of 
OPM Associate Director Hillman to give 
the AFL a virtual closed shop in the 
building trades continues to cause repercus- 
sions among independent telephone unions. 
The Long Lines Telephone Workers in- 
structed its members to refuse to connect 
equipment to telephone materials installed 
by AFL electricians on defense con- 
struction projects. The action was designed 
as a protest against an “order” of the OPM 
giving AFL members control over the 
telephone installations .. . : 


HAT protest and other incidents of 

the same nature were still unset- 
tled as this is written. The lay reader 
may not understand precisely the part 
played by the Wagner Act—which as- 
sures collective bargaining to workers, 
which the telephone employees already 
have—but on examination the situa- 
tion becomes clear. If the AFL is 
permitted to get into it, open hostili- 
ties may result. This would compel 
government intervention, for it is ad- 
mittedly impossible for government to 
exist if communications are cut off. 
The AFL electricians might refuse 
to handle installations made by the 
independent union. The members of 
the independent union might reply: 

“All right. But we have declined to 
handle installations your people have 
made. And—get this—we are in pos- 
session by virtue of our collective bar- 
gaining agreement with the company. 
We want nothing to do with you. In 
a few words, get to hell out.” 

To which the AFL union might 
retort: 

“Who? Us? Us get out? Be your 
age, brothers. We are in like the camel 
in the tent. If you don’t like it we’ll 
call a strike on you, and we'll strike 
everyone who furnishes anything to 


the AT&T from John L. Lewis’s cap 
tive coal miners to the Anaconda Cop 
per Company...” 


Goa they couldn’t do that little 
thing? Then recall a half hidden 
part of the story of the strike in the 
Air Associates plant, to which some 
companies of U. S. Infantry were sent, 
complete with majors and tin hats and 
everything. There were 750 employees 
in that plant, according to the news- 
paper statements. Of these some say 
that 75 were members of the CIO. The 
CIO itself claims only 135. But thef 
NLRB had certified the 75 or 135 CIO 
workers as the bargaining agency, and 
the remainder of the 750 had no voice 
in the matter. When the NDMB gave 
the CIO what it wanted and told the 
Air Associates to open up and be good 
and the 75 or 135 CIO men walked 
back into the plant, the voiceless others 
walked out. Then the employers were 
blamed. Maybe they were rightly 
blamed. I wouldn’t know about that. 
All I know is that the majority of 
workers refused to work with the CIO 
minority and the government sent in 
the Army. 

The utilities are in a similarly weak 
position. If, as in the hypothetical 
case outlined above, the AFL were 
to move in on the Long Lines 
union, it could make any preélection 
promises to the workers it might think 
of. The Labor Relations Board would 
be compelled to order an election if the 
AFL could make any showing of 
strength. The company is forbidden 
to say a word or take any part what- 
ever in a dispute that not only affects 
its own employees and investments, but 
touches every man and woman and 
child in the country. The most ridicu- 
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Pro-labor Administration 


6é — National Defense Mediation Board will be rated as a well- 

meant effort to bring labor peace to this country. The national 

administration has always been strongly pro-labor. Even when labor 

leaders reacted most violently against the defense effort, President 

Roosevelt invariably coupled any criticism with an equally pointed 
attack on business.” 





lous promises might be made and the 
most absurd charges preferred and 
the company would be forced to sit 
quiet as a scarecrow in a cornfield. 
Don’t take my word for it, if you hap- 
pen not to be familiar with this inter- 
esting phase of the American labor 
policy. 

In a recent editorial in The New 
York Times, the following statement 
was made : 


The employer cannot talk freely to his 
workers before or during the strike for fear 
of violating the Wagner Act. Under that 
act the strikers are still his employees no 
matter how long they remain out. His ef- 
forts to replace the strikers are embarrassed 
in innumerable ways. He may face a Labor 
Board ruling even years afterward compel- 
ling him to rehire the strikers with back pay. 
To do this he may have to drop the work- 
ers taken on, a prospect which makes it more 
caealt for him to hire them in the first 
place... 


r any optimist is in doubt as to the 
manner in which the Wagner Act 
may be manipulated for the benefit of 
the racketeer and the hoodlum—not to 
speak of the entirely honest and legiti- 
mate workers’ organization—this lit- 
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tle story is worth reading. A small 
company has been operating upstate in 
New York for more than a century. A 
town was in effect built around and on 
the company. The managers have 
shifted their product from time to 


_time, out of this thing into that, to keep 


the town alive during the recurrent de- 
pressions. The company’s relations 
with its men have been extraordinarily 
friendly. It has always paid top or bet- 
ter than top wages. Its hours have been 
reasonable and all shop conditions have 
been good. Its workers have always 
been loyal. Then a thug came to town, 
fresh from a term in the penitentiary, 
accompanied by half a dozen other 
thugs, and announced that he proposed 
to unionize the plant. It was already 
unionized, but not the way he wanted 
it. A few men were beaten up, a few 
women frightened, and some rosy 
promises made. Presently the racketeer 
was established in power and levied his 
tribute on the workers in the plant. 
“What could we do? We don’t want 
to get beaten up.” 
DEC. 18, 1941 
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The company was forbidden, under 
the Wagner Act, from meeting the 
statements of the thugs, or telling who 
they were, or promising police protec- 
tion for the loyal workers. To quote 
again from The New York Times: 

The Wagner Act is like a set of boxing 

rules that forbid one fighter to strike a 


blow but permit the other to strike anywhere 
and use brass knuckles. 


. is true that the present NLRB has 
been completely changed from its 
first incarnation. Reds and radicals 
have been weeded out to some extent— 
although the house-cleaning process 
has not been complete—and the mem- 
bers of the board are doing their best 
to administer the Wagner Act in a fair 
and rational way. The proof that they 
are succeeding is to be found in the 
fact that the board attracts little pub- 
licity nowadays, and that less is being 
heard of the amendment of the act it- 
self. The fact remains that every one 
of the initial defects remains in the 
law, and that a change in the member- 
ship of the board might result in the 
return of the unfair decisions of its 
first days. And in the meantime— 

If an employer attempts to defend 
himself, or to attack raiding thugs by 
telling the truth about them, he must 
necessarily be haled before the board 
by the terms of the law. It appears that 
Sidney Hillman, labor chief of the 
OPM, has somewhat receded from his 
early determination to place all of the 
government’s building business in the 
hands of the AFL. He was given 
a pretty thorough going-over by the 
congressional committee before which 
he appeared, and seems to have de- 
flated somewhat since then. The state- 
ment is now made that his “order” 
giving the AFL electricians control 
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over telephone installations in defense 
projects was just a pious wish. He 
thought that trouble could be avoided 
if the AFL got it all. But there neve 
had been any trouble, or any indi- 
cation of trouble. The trouble started 
when he started. And he has the Wag: 
ner Act in his hip pocket and the legal 
and extralegal powers of the OPM un- 
der his hand. 


Ei vinnenge makers have the Supreme 
Court of the United States to sup- 
port them. The reader may recall that 
Geoffrey Crowther, editor of the Lon- 
don Economist, was quoted somewhat 
earlier in this article to the effect that 
the British public refused to put up 
with the general strike. The unions 
had believed they had both the power 
and the right to compel government 
and people to do their will, but they 
found themselves in the wrong. “The 
general strike,” Mr. Crowther said, 
“was the culminating experiment in 
the doctrine of direct action.”’ Because 
they accepted this decision of the Brit- 
ish public the British unions find them- 
selves in a better position today than 
they had hoped to be in 1926 when the 
people repudiated their doctrine of 
force. The Trades Union Congress— 
again to quote Mr. Crowther—has “be- 
come almost one of the estates of the 
realm.” British union labor has been 
codperating in the most friendly way 
with capital and the combination has 
been successful in obtaining benefits 
from the taxpayer as piped through the 
government. 

The doctrine of “direct action,” re- 
fused by the British people and abar- 
doned by British unionists, has been 
sponsored by the Supreme Court of 
the United States. Justice Felix Frank- 


800 





any indi- 
le started 
the Wag. 
the egal 


WE’LL PROBABLY PASS A LAW 


furter wrote the decision. In the flurry 
of events it has not attracted the popu- 
ar attention to which it was entitled. 
So much news is being made that most 
of us are punch drunk. Yet the court’s 
action in the Hutcheson Case is of such 
present and future importance to every 
one of us that it is worthy of a place 
on the first page of every newspaper— 


every day. 


ERE is the nub of that Frankfurter 
decision in the Hutcheson Case, 
just as the eminent jurist wrote it: 


So long as a union acts in its self-interest 
and does not combine with nonlabor groups 
the licit and the illicit under Paragraph 20 
(of the Clayton Act protecting labor against 
injunctions, etc.) are not to be distinguished 
by any judgment regarding the wisdom or 
the unwisdom, the rightness or the wrong- 
ness, the selfishness or unselfishness of the 
end of which the particular union activi- 
ties are the means. 


This legal language needs some in- 
terpretation. What it means in the 
vernacular of the street corner is that 
two unions may fight each other beak 
and claw and the law must keep its 
hands off, but that this invitation to 
happiness is not extended if the unions 
are fighting nonunion people such 
as employers and the like. To frame 
this freedom in the case of the Long 
Lines versus AFL, for instance, this 
decision means in effect that the two 
unions may fight each other for posses- 
sion of the business of installing 


q 


AT&T equipment as hard as they wish, 
but are restricted from beating up the 
owner of the shop in which a telephone 
is to be installed. The decision in the 
Hutcheson Case arose out of a conflict 
between carpenters and machinists em- 
ployed by Anheuser-Busch in St. 
Louis. After years of amity the two 
unions split over which should have the 
building of a facility for an Anheuser- 
Busch tenant—a tenant, mind you— 
and the A-B beer was boycotted. Jus- 
tice Frankfurter further remarked : 
Such strife between competing unions has 
been an obdurate conflict in the evolution 
of the so-called craft unionism and has un- 


doubtedly been a potent factor in the mod- 
ern development of industrial unions. 


wo or three thousand more words 

might be quoted from a decision 
which is unquestionably one of the 
landmarks in the progress of the Su- 
preme Court from conservatism to 
New Dealism. It was scholarly and 
even eloquent. Mr. Justice Murphy 


‘took no part in the disposition of the 


7 


case for he had not participated in the 
hearings. Mr. Justice Stone concurred, 
for he thought the indictment did not 
charge an offense under the Sherman 
Act, as it had been previously in- 
terpreted by the court. But Mr. Justice 
Roberts dissented in language that 
should have a place in the record. The 
kind of a boycott from which An- 


“Untix recently they [public utilities] have had compara- 
tively little strike trouble. One reason assigned for this for- 
tunate fact by a close observer of labor in operation is that 


employees of utility companies are not only well paid but 
are rated as unusually intelligent. The men and women in the 
communications companies have appreciated the essential 
position they occupy in the national life. A consequence ts 
that they think of the company as ‘our’ company.” 
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heuser-Busch had suffered had for 
many years been held illegal by “this 
court and many state tribunals.” He 
continued : 

By a process of construction never, as I 
think, heretofore indulged by this court, 
it is now found that because Congress for- 
bade the issuing of injunctions to restrain 
certain conduct, it intended to repeal the pro- 
visions of the Sherman Act authorizing ac- 
tions at law and criminal prosecutions for 
the commissions of torts and crimes defined 
by the antitrust laws... . 

I venture to say that no court has ever 
undertaken so radically to legislate where 
Congress has refused so to do. . 

This usurpation by the courts of the func- 
tion of Congress is not only novel, but 
fraught, as well, with the most serious dan- 
gers to our constitutional system of division 
of powers. 


Neeser comment continued until 
the pressure of other matters 
forced the Hutcheson Case out of the 
journalistic ink. The statement of The 
Washington Post, a paper which is 
definitely friendly to the New Deal, is 
fairly representative. “Since the Su- 
preme Court handed down its decision 
in the Hutcheson Case,” said the Post, 
“labor unions have made extensive use 
of their privilege of striking to crush 
rival organizations.” The Post con- 
tinued: “Employers are put on notice 
that they have no protection against de- 
struction of their business by unions 
defeated in an NLRB election.” 

The far-reaching effect of the 
Hutcheson decision was further em- 
phasized by Thurman Arnold, in 
charge of the antitrust division of the 
Department of Justice. The Long- 
shoremen’s Union in New York had 
been indicted. “The facts charged,” 
said Mr. Arnold, “are that ten indi- 
viduals secured a charter from the 
AFL to organize unskilled labor in 
New York lumber yards. These ten 
men appointed a president who held 
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office for five years without having to 
submit to any election. The union , 
made contracts with lumber yards, 
Then the employees were forced to join 
as a condition to keeping their jobs, 
The indictment charges that substan- 
tially all members joined unwillingly, 
The officers have conducted the affairs 
of the union and spent its funds with- 
out ever calling a meeting. Then the 
Longshoremen’s Union attempted to 
drive out of the city a CIO union which 
had organized about 60 per cent of the 
lumber yards. . . . The wage contract 
of the defendant Longshoremen’s 
Union was less advantageous to the 
workmen than that of the CIO union 
it was attempting to drive from the 
field.” 

Arnold’s hands were tied by the 
Hutcheson decision; the government 
was compelled to dismiss the indict- 
ment. 


_— innumerable instances could 
be brought up to support Mr. 
Arnold’s view that—to quote again 
from The Washington Post—‘the De-§ 
partment of Justice has suffered a 
sweeping defeat of its efforts to pre- 
vent unions from exploiting consum- 
ers and tying up interstate commerce 
to crush other labor organizations.” 
In the months that have elapsed since 
those words were written millions of 
man-days have been lost to the defense 
program by strikes, and in a vast ma- 
jority of cases they were the so-called 
“jurisdictional” strikes of union 
against union. 

Such strikes simply do not happen 
in England. 

The National Defense Mediation 
Board will be rated as a well-meant ef- 
fort to bring labor peace to this coun- 
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Increasing Strike Losses 


“e° might be that our labor community and our employers are so 
unlike the British labor community and employers that a friendly 
family understanding cannot be reached here without the aid and inter- 
vention of government. But that aid and intervention has not yet pro- 
duced the desired result. There is not a minute of the day that we are 
not told that the need for capital and labor to pull together ts greater 
than ever before. Yet about twice as many man-days have been lost 
through strikes in 1941 as in 1940.” 





try. The national administration has 
always been strongly pro-labor. Even 
when labor leaders reacted most vio- 
ently against the defense effort Presi- 
dent Roosevelt invariably coupled any 
criticism with an equally pointed attack 
on business. John L. Lewis and his 
UMW defied Mr. Roosevelt when the 
53,000 miners were struck in the cap- 
tive mines, and threatened to hold up 
the absolutely vital production of steel. 
Even then, in his Navy day address, 
Mr. Roosevelt needled business, which 
has been codperating loyally, in the 
same sentence in which he declared he 
would put up with no nonsense from 
the coal miners. The NDMB was 
created by executive order in the hope 
that through the soft offices of media- 
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tion, labor troubles could be avoided or 
minimized. 


B the NDMB is a hermaphro- 
ditic body. 

It has the duty of mediation. At its 
head is William H. Davis, with twenty 
years of mediation experience back of 
him, and liked and trusted by both 
sides. Davis does not try to “tell em.” 
He tries to get the boss men together, 
lock them up in a room, and ask them 
to fight it out. In a great many cases 
they have been hampered by lawyers in 
their previous efforts, and Davis will 
not have a lawyer in a conference if he 
can avoid it. He kids the conferees 
and sometimes scolds them. “Some- 
times I’d like to wade into you guys 
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with an axe,” he has been known to say. 
If he can he makes an excuse to get out 
of the room and let the conferees fight 
it out all alone. The other members 
of the board follow the Davis plan. It 
has become so well known that some- 
times the contenders follow it them- 
selves. In one case representatives of 
employers and employees from a Mid- 
west city quite by accident had berths 
in the same Pullman car. 

“We went out to the club car and had 
drinks,” one said later. “Then we 
played a few cards. We went to the 
same hotel in Washington and had din- 
ner together. That night we had some 
more drinks and fixed everything up. 
Next day we sent a guy around to the 
Mediation Board with the rough notes 
of the agreement we had drawn up. We 
thought the board could type it for us 
and maybe fix up the language a little. 

“We'll come in this afternoon to 
sign it,’ we wrote to the board. ‘Mean- 
while we’ve chartered a bus and we're 
all going out to Mt. Vernon and then 
sight-see around town.’ ” 


NFORTUNATELY the insistent Sec- 
retary of Labor Perkins had in- 
duced President Roosevelt to insert a 
clause in the executive order by which 
the NDMB was created. It is not likely 
that the President realized the implica- 
tions of the clause which gives the 
NDMB authority to arbitrate if medi- 
ation fails. Arbitration and mediation 
cannot live under the same board roof, 
on the authority of a man who has been 
a mediator for twenty years. In a medi- 
ated agreement the parties get together 
amicably—more or less amicably—but 
an arbitration order by a government 
body has the weight of the government 
behind it. In the Kearney shipyard case, 
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for instance, an agreement was reached 
on everything but the closed shop: 
“We will call the closed shop by a 
pretty new name,” said the NDMB, 
“Then you can swallow it easily. We 
will refer to it as ‘union maintenance 
“No can take,” said the Kearney 
management. ‘‘Here’s the works. We 
will codperate in every possible way. 
No hard feelings. But we will not let 
you shove the closed shop down our 
necks .. .” So the Navy moved in. 
This is no place in which to pass on 
the wisdom of the company’s action. 
British employers, according to Geof- 
frey Crowther, have quit fighting the 
closed shop. They find the public did 
not support them. Conditions are dif- 
ferent in America and a recent Gallup 
poll shows that the public does not 
favor the closed shop. All that is be- 
side the point, which is that a Federal 
board which has the power to arbitrate 
if and when mediation fails has auto- 
matically become a Board of Arbitra- 
tion and its mediating function is quali- 
fied. The NDMB is regarded as an 
exceptionally effective organization. 
Its members are of the highest quality. 
But when mediation fails the 
NDMB can swing the arbitration club 
and everyone knows it. 


C might be that our labor community 
and our employers are so unlike the 
British labor community and employ- 
ers that a friendly family understand- 
ing cannot be reached here without the 
aid and intervention of government. 
But that aid and intervention has not 
yet produced the desired result. There 
is not a minute of the day that we are 
not told that the need for capital and 
labor to pull together is greater than 
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wer before. Yet about twice as many 
man-days have been lost through 
trikes in 1941 as in 1940. There are 
wo great union organizations, the CIO 
and the AFL, and because of the 
Hutcheson Case decision the Supreme 
Court of the United States is the spon- 
sor for their continuous battle. When 
any labor trouble pops off anywhere in 
the United States some helping hand in 
Washington is called for and the help- 


wrong. A recent editorial conclusion 
of The Washington Post may be 
quoted in support: 


The central fact behind the vast number 
of strikes that have delayed the production 
of weapons and threatened to sabotage our 
preparedness effort is this: The government 
has not put labor under obligation to settle 
disputes in defense industries by peaceful 
means, and it has failed to provide any 
formula to guide its overworked mediation 
bodies in this critical period. . . . Ruthless 
and demagogic labor leaders . . . may be re- 
strained only by unsystematic official pres- 
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Subduing Labor Violence 


66 W E would be derelict in our public duty if we did not 

point out the danger inherent in the recent policy of 
public officials in bringing pressure upon directors and stock- 
holders to remove anyone in management as the price of sub- 
duing labor violence. 


“We believe any government official who uses the power of 
his office to urge the owners of private business to remove any- 
one in the management of their business because of his or her 
inability to settle a difference or grievance that may exist be- 
tween employer and employee or rival groups of employees, is 


nmunity mee ; : 

alike the violating a fundamental principle which underlies the free en- 
employ- terprise system and our American way of life. 

erstand- “Tf violence is.subdued by the action of governmental officials 
hout the turning the situation over to those who are threatening or caus- 
sides ing the violence, then government has ceased to function prop- 
| erly, and the continuance of our American way of life is in 
has not grave danger.” 

. There —ALBERT W. HAWKES, 

+ we are President, United States Chamber of Commerce. 


ital and 
er than 





805 DEC. 18, 1941 








What Values Exist in 
Holding Company Securities? 


Part I. Fundamental Principles Involved 


Property value, earning power, possibility that property may be 

purchased by public authorities, original cost, capitalization of 

earnings, adequacy of depreciation, and financial structures, 
among factors considered in evaluation. 


By FERGUS J. 


HEN I was asked by the edi- 

W tors of the ForTNIGHTLY to 
write on the subject of values 

in holding company securities, I ac- 
cepted the invitation with a certain 
amount of hesitancy. The reason for 
this was personal. Back in the year 
1937, when the general outlook was 
rather rosy, I purchased in a weak mo- 
ment a few shares of the stock of a 
holding company at a price of 27. A 
few months thereafter, dividends on 
this stock ceased, and its market price 
dropped to 7, around which level it has 
hovered ever since. This experience 
might have been passed over lightly by 
one who made his living by healing the 
sick or by laying bricks in reasonably 
straight lines. Such an individual 
might have straightway concluded that 
a utility holding company is simply a 
device for trapping the savings of the 
unwary, and resolved — never again. 
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McDIARMID 


However, happening to one who makes 
an alleged contribution to society by 
the analysis and supervision of securi- 
ties, particularly public utility securi- 
ties, it was more than a little embar- 
rassing. 

And I was not allowed to forget 
about it. Although this holding com- 
pany has long ceased to send me any 
money, it continues to send its regrets 
in the form of quarterly reports. These 
provide a periodic reminder in our 
household of the new dresses with 
hats, purses, and shoes to match, which 
might have been purchased in lieu of 
that stock. The arrival of these quar- 
terly messages of gloom has usually 
been sufficient to bring forth from 
across the dinner table jaundiced in- 
quiries as to how much widows’ and 
orphans’ funds I had been instrumental 
in conserving lately. Thus, in setting 
out to discourse upon the merits or de- 
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WHAT VALUES EXIST IN HOLDING COMPANY SECURITIES? 


merits of holding company securities, 
[run the risk of allusions on the home 
front to the unwisdom of the blind 
volunteering to lead the blind. In de- 
fense it can only be said that a proper 
nse of humility with respect to one’s 
knowledge of a subject is often the be- 
sinning of wisdom thereon. 


L: us start this discussion from first 
principles. There are two main 
determinants to be used in evaluating 
utility securities. These are property 
value and earning power, and in that 
order. For in the case of a regu- 
lated public monopoly the right to 
earn exists by virtue of the capital in- 
vested, and the amount earned is sup- 
posed to have a ceiling placed upon it 
by the amount invested. Then, of 
course, one cannot afford to ignore the 
possibility that the property may be 
purchased at a future date by some 
public authority. In such an event the 
manner in which the investors fare 
would depend directly on the value 
found to exist in the property. 

Today the criterion of property 
value with which investors must be 
chiefly concerned is the original cost 
of the property when first devoted 
to public service, less a reasonable 
allowance for depreciation. The rea- 
sons for this are rather obvious. The 
Federal Power Commission has very 
definitely set its seal of approval 
upon this measurement of value, and 
the state regulatory bodies are rapidly 
following suit. And in the case of an 
industry which raises a large part of its 
capital requirements in the form of 
bonds rigidly expressed in dollars, this 
is the only criterion of value which 
seems to make a great deal of sense. 
Such a value measuring device as re- 


production cost new, less depreciation, 
tends to fluctuate with price levels, and 
as a foundation for bonds has the char- 
acter of India rubber. It is just as well, 
therefore, that reproduction cost as a 
yardstick of utility property value is 
rapidly becoming of academic interest 
only to investors. 

Also not to be taken too seriously in 
the case of a public utility enterprise 
are allegations of worth based upon 
going concern value. With a commer- 
cial or industrial concern engaged in 
some competitive business, going value 
may indeed be a dominant considera- 
tion in determining real value. How- 
ever, it is not entirely clear why a pub- 
lic utility enterprise which has earned 
a good rate of return from its infancy 
by virtue of being a public monopoly, 
enjoying the free use of public thor- 
oughfares, should accrue unto itself 
going value. It is true that in the past 
rate bases have been swollen by gener- 
ous allowances for this item, presum- 


- ably calculated out of thin air. Never- 


theless, the forward-looking investor 
will probably prefer to give scant 
weight to going value in arriving at 
the real tangible value behind public 
utility securities. 


N’” consider the matter of earn- 
ings. Of course, without earn- 
ings any amount of land, buildings, 
machinery, and equipment is only 
worth its scrap value. In the case of 
some divisions of the utility industry, 
such as the local transportation indus- 
try and a considerable part of the arti- 
ficial gas industry which are earning 
quite a low rate of return on their in- 
vestment in property, earnings may be 
regarded as almost the sole considera- 
tion in determining value. 
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Property Value Criterion 


pak teen the criterion of property value with which investors must 

be chiefly concerned is the original cost of the property when 

first devoted to public service, less a reasonable allowance for deprecia- 

tion... . The Federal Power Commission has very definitely set its seal 

of approval upon this measurement of value, and the state regulatory 
bodies are rapidly following suit.” 





Generally speaking, however, the 
evaluation of public utility securities by 
simply capitalizing stated earnings, as 
has been done rather frequently in the 
past, can only bring forth misleading 
results. This is especially true in the 
case of holding company securities 
where leverages are frequently huge. 
There are too many other factors to 
consider. Are the earnings shown after 
skimpy or adequate provision for de- 
preciation? Are they based upon a high 
or moderate rate of return on the 
sound value of the properties? Are the 
rates charged low or high? And, of 
particular importance in the case of 
holding company securities, is the in- 
come received by the holding company 
derived from a real stake in the under- 
lying properties, or do the securities 
owned by the holding company have 
little or no real property backing after 
senior securities held by the public are 
taken care of? 

It has been considerably simpler to 
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lay down these criteria of value than 
to apply them, for there is after all no 
royal road to the evaluation of the se- 
curities of a holding company. It is 
necessary to arrive at such a value by 
adding together the estimated value of 
the various securities owned by sucha 
company. This calls for a rather com- 
plete knowledge of the conditions and 
prospects of the various operating com- 
panies. In some cases where the hold- 
ing company influence has taken the 
form of inflation of property accounts, 
underdepreciation, and general milk- 
ing, the published reports of the hold- 
ing company will be of little value to 
the investor. However, in other cases 
this influence has been quite the re- 
verse. 


Hw: company structures, in 
fact, and practices show such 
wide variation, resulting in such strik- 
ing differences in the quality of their 
securities, that it seems the best way to 
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WHAT VALUES EXIST IN HOLDING COMPANY SECURITIES? 


proceed with this inquiry is to analyze 
in brief fashion a couple of representa- 
tive systems, of which the writer has 
made a careful study. We will start 
with Company A. This particular com- 
pany controls properties in widely sep- 
arated parts of the country so that un- 
der the Holding Company Act it must 
dispose of the greater part of these 
properties. The four main subsidiary 
systems serve large metropolitan areas 
although this holding company also 
controls certain smaller properties serv- 
ing thinner territory. The business of 
the subsidiaries is largely electric, but 
itincludes some quite profitable natural 
gas business and some relatively un- 
profitable transportation business. In 
addition to its investment in subsid- 
iaries, Company A owns a large minor- 
ity interest in the common stock of two 
leading independent operating utilities. 

Certain other characteristics of 
Company A are worth careful notice. 
The properties of its subsidiaries are 


carried on the books at figures close to ° 


their original costs. The depreciation 
policy of these subsidiaries has been in 
line with the best standards of the in- 
dustry as is reflected in the fact that as 
a group they have accumulated depre- 
ciation reserves equal to 21 per cent of 
the book values of their properties, this 
despite the fact that these properties 
are models of efficiency, modernity, 
and high maintenance. 


To can be no reasonable doubt 
that the common stocks of these 
subsidiaries, which are owned by 
Company A, have very substantial 
backing in the form of real tangible 
property value fully equal in amount 
to their par or stated values. The same 
may be said of the minority interests 


owned. They do not represent a di- 
minutive layer with doubtful tangible 
backing at the bottom of the capital 
structures as is the case with so many 
utility common stocks. In short, the 
consolidated balance sheet of this hold- 
ing company seems to present a sound 
and conservative picture of the value 
in the company’s securities. At the end 
of 1940 the capital liability items in 
this balance sheet were as follows in 
order of their priority: 

(Millions of 

Dollars) 

Funded debt of subsidiaries ... $303 
Preferred stock of subsidiaries 
including dividend arrears . 

Minority interests 
Company A debentures 
Company A preferred stock ... 


Company A common stock .... 
Surplus 


It will be noted in the first place that 
the securities of the holding company, 
plus the surplus, amount to over 40 per 
cent of the total capital liabilities. This 
is a situation hardly to be duplicated 
among utility holding companies, pro- 
vided, of course, that all the balance 
sheet items of such companies be stated 
as conservatively as in the case of Com- 
pany A. The Company A debentures 
require scant comment. Their quality 
is attested by the fact that they sell on 
a yield basis comparable to that of well- 
secured first mortgage utility bonds. 
Likewise the Company A preferred 
stock is regarded by the market as high 
grade as it is selling above its call price. 

As for the Company A common 
stock, its stated value plus the surplus 
amounts to about $19 per share, and 
this in the opinion of the writer repre- 
sents a kind of rock-bottom value for 
this stock, but by no means an upper 
limit to its value. This statement, of 
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course, is made on the assumption that 
owners of the stock will not be made to 
suffer through a forced liquidation un- 
der unfavorable conditions. At its cur- 
rent market price of $12 the common 
stock of Company A appears seriously 


underpriced. 
N” consider briefly the matter of 
earnings: In 1940 the earnings 
per share of this common stock 
amounted to $1.52. These earnings 
were after the previously mentioned 
generous allowances for depreciation. 
Also, Company A has been receiving 
from its subsidiaries, in the form of 
dividends, substantially less than the 
total earnings of these companies. In 
other words, their dividend policies 
have been conservative. Also, the rate 
structures of these subsidiaries are very 
favorable and the rates of return 
which they are earning on their prop- 
erties are moderate compared with that 
being earned on a good many other 
electric properties. Therefore these 
companies do not seem likely to suffer 
a reduction in earnings through rate 
cuts, and if the time ever comes when it 
is necessary to ask for an increase in 
rates to compensate for increased oper- 
ating costs they seem unusually well 
situated to ask for such. It seems that 
the earnings of $1.52 per share rest 
upon a firm foundation. They seem 
quite adequate to support a minimum 
value for the stock of $19 per share. 


q 


“GENERALLY speaking, . 


e 


Holding Company B is a bird of a 
considerably different feather than 
Company A. In recent years, Company 
B has received the bulk of its income 
from its ownership of the common 
stock of three large electric operating 
companies, although it has at least a 
nominal investment in a number of 
other utilities. The greater part of this 
income has come from a single subsid- 
iary and this part of the income was 
recently shut off by order of the SEC. 
It was the contention of that regula- 
tory body that the common stock held 
by Company B represented no real in- 
vestment in its subsidiary. Putting it 
another way, the bonds and preferred 
stock of the operating company held by 
the public were fully equal to the value 
of the property on an original cost 
basis less a reasonable allowance for de- 
preciation. Also it was pointed out that 
generous dividends formerly paid to 
Company B were made possible to 
some extent because of insufficient pro- 
vision for depreciation. 


HIs incident illustrates most clear- 

ly the danger and fallacy in as- 
signing substantial value to income de- 
rived from a doubtful equity position, 
coupled as such cases usually are by 
underdepreciation. In this particular 
case one might add the criticism of a 
high rate structure in spite of very low 
coal cost for power generation and an 
unusually high rate of return being 


. . the evaluation of public utility 
securities by simply capitalizing stated earnings, as has been 
done rather frequently in the past, can only bring forth mis- 


leading results. This is especially true in the case of holding 
company securities where leverages are frequently huge.” 
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earned on the sound value of the prop- 
erty. 

The second largest segment of Com- 
pany B’s income has been derived from 
an investment in equity which appears 
to have sound property backing. The 
rate structure of this second subsidiary 
is favorable and its depreciation policy 
not open to criticism. In 1940 this sub- 
sidiary earned 26 per cent on the par 
value of its common stock and paid 18 
per cent dividends. This showing may 
introduce a degree of vulnerability. It 
has been suggested that the holders of 
the $28,000,000 approximately of pre- 
ferred stock of Company B be paid off 
by giving them in exchange the com- 
mon stock of the prosperous subsid- 
iary. If this were done, the real value 
remaining to the over 5,000,000 shares 
of the common stock of this holding 
company would not be worth a very 
strenuous scramble. 

Other examples of holding company 
structures might be analyzed, but these 
two will probably suffice. They illus- 
trate very well that there is no easy, 
well-marked road to the evaluation of 
holding company securities. The only 
sound way to estimate the value in 
these is the laborious one of analyzing 
the individual subsidiaries and adding 
together the values found therein. In 
the case of certain inferior holding 
companies the advice of a soothsayer 
rather than that of an investment an- 
alyst probably should be sought. In 
these cases, equity positions are too 
doubtful and margins of error too 
great for any scientific a@ priori ap- 
praisal to have a great deal of merit. 


Y the event of liquidation, are the 
owners of holding company securi- 
ties likely to receive the value which is 
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inherent in these securities? Or are 
they likely to suffer from forced sales 
under unfavorable market conditions? 
On this point the writer does not scare 
easily. We have seen the bonds of the 
former Tennessee Electric Power 
Company sell in the low 70’s due to the 
TVA threat, and a few months later 
be redeemed at par, and the bonds of 
Portland General Electric sink into the 
40’s due to the Bonneville scare, and 
subsequently nearly double in price. It 
is now just a little hard to believe that 
any large body of utility security hold- 
ers is going to be deprived of some 
of the real value in their holdings 
through the action of a responsible arm 
of the government. 

But is the market capable of offering 
a fair price for utility operating com- 
pany stocks at this time? In an article 
published in the FortNicHTLY of 
April 24, 1941,* the writer went into 
this matter at some length. It was 
pointed out that the treatment accorded 


‘the stocks of well-managed operating 


utilities at that time by the market was 
not unreasonable. Also, the market has 
shown itself capable of absorbing 
rather large issues of such stock on a 
favorable basis. In any event it now 
seems probable that the owners of a 
good many holding company securi- 
ties may have a chance to exchange 
their securities for those of operating 
companies, thereby avoiding any con- 
siderable reliance upon today’s market 
for utility securities. Of course, hold- 
ing company liquidation on a broad 
scale is almost certain to bring to light 
instances where real value simply does 
not exist in holding company securi- 
ties. 


*Pusitic Urtiitres FortTNIGHTLY, Vol. 


XXVII, p. 515. 
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A utility values likely to be im- 
paired through depriving operat- 
ing units of the management skill of 
holding company organizations? This 
is probably a rather delicate question 
for an outsider to attempt to handle. 
However, from having made the ac- 
quaintance of a rather large cross sec- 
tion of utility operating company men, 
the impression has been drawn that 
they are a very capable group of in- 
dividuals entirely able to stand on 
their own feet. It is perhaps no coinci- 
dence that the large independent sys- 
tems without holding company affilia- 
tions are by and large among the model 
utilities of the country. With these may 
be classed such systems as Wisconsin 
Electric, Cleveland Electric, and Poto- 
mac Electric, where the holding com- 
pany has given the local management 
practically a free hand. On the other 
hand, the utility operations which fre- 


quently create the poorest impression 
are those where the local management’s 
every move is dictated from some office 
in a big city far away. 

In the last analysis, however, the 
evaluation of holding company securi- 
ties is part of a larger problem, that of 
evaluating utility securities in general. 
Solution to this problem depends to a 
very large extent upon a number of 
factors outside of the industry itself. 
Some of the more important of these 
factors are as follows: What will be 
looked upon as a fair rate of return in 
the future on capital invested in the 
utility industry? Are the utilities likely 
to be able to get rate increases to com- 
pensate for rising operating costs and 
taxes? What part is the government 
likely to play in the investment picture 
of the future? To these and a few other 
questions, I will try to suggest possible 
answers in a subsequent article. 


(To Be Continued) 


BE 


“V” and Electric Power 


&b i Few public utility industry in this country has been utiliz- 

ing the ‘V’ for several months under a patent granted 
in December, 1938. Ashton B. Collins of Birmingham, Alabama, 
creator of the electrical servant symbol known as ‘Reddy Kilo- 
watt,’ received a patent for the exclusive use of a combination 
of ‘V’ with ‘Reddy Kilowatt’ at that time, and since the V- 
for-Victory has become the patriotic symbol of war-torn Brit- 
ain, he has adapted its use to promoting the use of electricity 
here. Since electric power is one of the backbones of national 
defense and the installed capacity of the United States exceeds 
the combined power facilities of England, France, Germany, 
and Italy, the application of the ‘V’ to the power industry takes 
on added significance.” 








—TueE New York TIMEs. 
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Cost of Eliminating 
Railroad Grade Crossings 


The problem of assessing benefits to railroads under 

the recent New York law requiring the state to 

bear the entire expense of elimination in excess of 
railroad improvements and benefits. 


By ABRAHAM DOLLINGER 


| er railroad in this country, 


conceivably, can be rendered 
bankrupt through the strict in- 
sistence, by the states, of their full re- 


sponsibility toward the elimination of ° 


grade crossings. It is well established 
that the elimination of grade crossings 
is encompassed within the police power 
of a state. This power is so absolute 
that a state, through its appropriate 
agency, can compel a railroad to pay 
the entire cost of any and all grade- 
crossing eliminations. Should all the 
states direct the elimination of all grade 
crossings at the exclusive expense of 
the railroads, which while unlikely 
is theoretically possible, bankruptcy 
might be the harvest. 

That this dire result can be accom- 
plished legally is the opinion of the 
highest court of the land. The Supreme 
Court of the United States here said’: 


1Erie R. Co. v. Public Utility Comrs. 254 
US 394, 65 L ed 322, PURI921C, 143, 147. 


If it reasonably can be said that safety 
requires the change it is for them (public 
utility commissioners) to say whether they 
will insist upon it, and neither prospective 
bankruptcy nor engagement in interstate 
commerce can take away this fundamental 
right of the sovereign of the soil. 


However, in the same opinion it 
added : 


Intelligent self-interest should lead to a 
careful consideration of what the road is 
able to do without ruin, but this is not a 
constitutional duty. 


Of course no one would advocate 
carrying this legal premise to its “re- 
ductio ad absurdum.” It is hardly likely 
that anyone would want the elimina- 
tion of grade crossings if, inevitably, 
its concomitant would be railroad bank- 
ruptcy. 

While the discussion that will fol- 
low is confined, in the main, to the 
laws of New York, the theme has its 
parallel throughout the nation. Com- 
mon difficulties, financial and physical, 
are faced by each of the states in the 
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elimination of their grade crossings. 
Moreover, as many railroads are inter- 
state in character, the attitude of any 
state necessarily has its effect upon 
that of its neighbors. 

The evolution of the New York law 
upon this subject is of no consequence. 
It should suffice to say that, until re- 
cently, the railroads were obliged to 
meet 50 per cent of the grade-crossing 
elimination costs as well as all the costs 
of the railroad improvements incorpo- 
rated into the elimination. The local 
community had to pay one per cent of 
the expenses besides the costs of any 
municipal improvements. The remain- 
ing 49 per cent was imposed upon the 
state. 


|. gow 1930, with the economic im- 
pairment of the country, it be- 
came increasingly difficult for the rail- 
roads to meet their portion of the costs 
of grade-crossing eliminations and, 
likewise, increasingly difficult for the 
local communities to pay for the mu- 
nicipal improvements desired in con- 
nection therewith. Therefore, in 1938, 
the former constitutional provision af- 
fecting grade crossings was modified. 

The new amendment was designed 
to overcome the financial difficulties of 
both the railroads and the local com- 
munities and to place the primary ob- 
ligation for the elimination of grade 
crossings upon the state. 

When the amendment was first pro- 
posed to the delegates, it provided that 
the entire cost of the elimination of 
grade crossings, including such inci- 
dental improvements rendered neces- 
sary or desirable because of such elimi- 
nation and reasonably included in the 
engineering plans therefor, should be 
paid for, 1 toto, by the state. The dele- 


DEC. 18, 1941 


gates rejected this proposal, insisting 
that the railroads pay some part of the 
cost. An amendment along substan- 
tially the same lines was finally agreed 
upon, but it provided that the state 
was to be reimbursed by the railroad 
for (1) the entire amount of the rail- 
road improvements not an essential 
part of the elimination, and (2) the 
amount of the net benefit to the rail- 
road from the elimination exclusive of 
such railroad improvements, _ the 
amount of such net benefit to be ad- 
judicated after the completion of the 
work in the manner to be prescribed by 
law, and in no event to exceed 15 per 
cent of the expense of the elimina- 
tion, exclusive of all incidental im- 
provements. 


HIS amendment was the “open 

sesame” which overcame the 
financial obstacles to the completion of 
the grade-crossing elimination pro- 
gram. Even before the amendment 
was approved by the people, though in 
anticipation of it, steps were taken by 
the authorities to carry to fruition the 
long-deferred Atlantic avenue elimina- 
tion project, involving twenty grade 
crossings and substantial municipal 
improvements at an estimated cost of 
$23,000,000. 

The primary purpose of the 1938 
amendment was to open the dam which 
held back the elimination of grade 
crossings; to overcome the financial 
difficulties of the railroads and the lo- 
cal communities. Less attention was 
devoted to that portion of the amend- 
ment which provided that the railroad 
was to reimburse the state to the extent 
that it would benefit from the elimina- 
tion. 

Now that the first flush that natu- 
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COST OF ELIMINATING RAILROAD GRADE CROSSINGS 


rally followed the adoption of this 
amendment has passed away, sober 
thought should ve directed to all phases 
of the amendment. Particularly is this 
necessary in order to comprehend the 
meaning of the language used to define 
the railroad’s obligations resulting 
from an elimination. The more one 
studies this problem the more compli- 
cated and difficult it appears. 

It required very simple language to 
state that the railroad should pay the 
amount of the net benefit it derived 
from an elimination (limited, of 
course, to a sum not to exceed 15 per 
cent of the expense of the elimination, 
exclusive of incidental improvements ). 
The enforcement of this language is 
not quite so simple. It appears that it 
will be a Herculean task to determine, 
in dollars and cents, the amount of the 
net benefit that may accrue to a rail- 
road from an elimination. 


HAT factors make for benefit? 

What factors must be discounted 
to arrive at net benefit? To quote 
Corpus Juris Secundum ®*: 


Benefit is an ordinary word without any 
special, technical significance; a word of 
very large import. ... When used unquali- 
fiedly, the word is a comprehensive term 
including both a direct or special benefit and 
an indirect or general benefit, and both a 
nominal benefit and one that is real and 
substantial; and is not limited to any par- 
ticular kind of advantage, or to pecuniary 
gain. 


210 Corpus Juris Secundum, p. 338. 


Perhaps a discussion of some of the 
factors that might enter into this pic- 
ture shall prove of value. 

Obviously, a benefit that might ac- 
crue to a railroad from an elimination 
of a grade crossing would result from 
the dispensing with the grade-crossing 
watchmen. Let us assume that a rail- 
road had employed three watchmen at 
a crossing that had been eliminated. 
Assume further that the watchmen 
had been paid $3,000 a year, disregard- 
ing other considerations as social secu- 
rity taxes and compensation insurance. 
Now let us see if we can determine the 
benefit that might accrue to the railroad 
from this saving. 

If it is found, as a fact, that a rail- 
road saves $3,000 a year through dis- 
pensing with grade-crossing watch- 
men, what is the sum total of the bene- 
fit that accrues to the railroad from this 
one item. Certainly, it is reasonable to 
assume that this item of expense will be 
perpetually avoided. Could it therefore 


' be held that the railroad benefits to the 


extent of such a sum which, if invested, 
would earn $3,000 a year, perpetually ? 

Even if this is the proper approach 
to this problem, our difficulties are not 
overcome. How can we today deter- 
mine what sum would be adequate to 
earn $3,000 a year, perpetually? To- 
day, the interest yield from securities 
is very low. It is doubtful that this 
rate of interest will remain static for 
any length of time. While it is certain 


e 


it became increasingly difficult for the railroads to meet their 


q “AFTER 1930, with the economic impairment of the country, 


portion of the costs of grade-crossing eliminations and, ltke- 
wise, increasingly difficult for the local communities to pay 
for the municipal improvements desired in connection there- 
with.” 
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to change, will the change bring a 
higher or lower rate of interest? 

This is but one of the many items to 
be resolved in the over-all problem of 
arriving at the amount of the net bene- 
fit, if any, which accrues to a railroad 
from an elimination. Many more are 
in the offing. 


HE avoidance of damage claims, 

that result from crossing acci- 
dents, is another benefit that accrues to 
a railroad from an elimination. How to 
assess this benefit, however, is no small 
problem. Is the accident experience of 
the past a criterion for the future? 
Should we strike an average, per year, 
and capitalize that sum? If striking a 
yearly average is the basis for the solu- 
tion, should that average be computed 
from the past accident experience at 
that crossing alone, or should the past 
accident experience of the railroad at 
all crossings be considered? Inciden- 
tally, how many years back should we 
go to satisfy the requirements of the 
word “‘past”’? 

So far we have attempted to explore 
some relatively simple examples. The 
problem becomes more complicated 
when the elimination requires exten- 
sive reconstruction of the railroad. At 
times, the elimination results in chang- 
ing the physical layout of the railroad 
and necessitates the erection of a new 
railroad station. In New York city, the 
building code requires that the new sta- 
tion be of fire-proof construction, even 
though the old station had been a frame 
one. Asa result, a stone or brick struc- 
ture must be provided, fireproof in 
every respect. Of course, it is vastly 
superior to the old but to what extent 
does it benefit the railroad? The fire- 
proof structure, being new and more 
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modern, has an expected longer future 
life. Its value, based on cost, is in 
practically all cases substantially higher 
than the old structure. Its cost is un- 
doubtedly greater than what it would 
have been to build a hypothetical frame 
structure equal to the old, even without 
taking into consideration the deprecia- 
tion upon the old structure. It probably 
will cost less to maintain the new fire- 
proof structure, although the extent to 
which it will cost less for maintenance 
would require an extensive study of all 
of the very many relative items of 
maintenance. 


HAT should be the measure of 
benefit under the circumstances? 
Does the railroad benefit to the extent 
that the new structure is more valuable 
than the replaced depreciated frame 
structure ? Or, does the railroad benefit 
to the extent that the fire-proof struc- 
ture is more costly than a hypothetical 
reproduction of the old frame struc- 
ture? Perhaps the savings in mainte- 
nance, properly capitalized (again the 
problem of capitalization), are the 
proper measure of benefit ? 
Another element that might support 
a claim for benefit to the railroad is the 
replacement of depreciated and worn 
members with new. A_ convenient 
illustration would be rail. When the 
elimination is accomplished by altering 
the location of the railroad, as in New 
York city it most frequently is, the old 
units of rail, of necessity, are replaced. 
To a great extent, the replacing rail is 
new and should have a longer useful 
life than the old, worn, and depreciated 
rail. To the extent that this replace- 
ment defers a future replacement, it 
might be contended that the railroad 
has benefited. But to establish that a 
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COST OF ELIMINATING RAILROAD GRADE CROSSINGS 





A Herculean Task 


¢ ig required very simple language to state that the railroad should 
pay the amount of the net benefit it derived from an elimina- 


tion .. 


. The enforcement of this language is not quite so simple. 


It appears that it will be a Herculean task to determine, in dollars 
and cents, the amount of the net benefit that may accrue to a rail- 
road from an elimination.” 





benefit has accrued it will be necessary 
to determine what life remained in the 
old rail and what life may be expected 
from the new. This will be no easy task 
when the elimination, as does the Rock- 
away elimination, covers an uninter- 
rupted distance of 6 miles. 


HIs illustration has its counterpart 
many times over. Many other 
units of the railroad, in good working 
condition though worn and depreci- 
ated, of necessity, must be replaced, in 
the course of a major reconstruction, 
with new units having an expected 
longer life. Should the value of the old 
and the new be weighed against one an- 
other to measure benefits ? If this is the 
correct theory, how should it be modi- 
fied if the new unit is not identical with 
the old, instead incorporating some im- 
provement which rendered the old unit 
obsolete and no longer obtainable? 
No other jurisdiction imposes an ob- 
ligation of assessing benefit to the 


railroad, as is required of the transit 
commission and the public service com- 
mission under the New York law. The 
closest analogy can be found in the 
laws of states like Pennsylvania * and 


’ Missouri,* which confer upon the pub- 


lic authorities the exclusive power to 
determine the apportionment of the ex- 
penses of a grade-crossing elimination. 
The cases, construing the legal import 
of these provisions of statute, uni- 
formly hold that while the elimination 
of danger of collision between vehicles 
and trains is one of the benefits to be 
considered in apportioning costs, these 
matters (benefits) are not controlling.® 
The elimination of the accident hazard 
is the only benefit mentioned in the 
cases. However, no attempt is made 
to admeasure or value this benefit. In 
fact, in certain cases, where this benefit 


366 PS § 1181. 
; "tama 5627 Revised Statutes of Missouri, 


5 State ex rel. Alton R. Co. v. Public Serv- 
ice Commission (1934) 334 Mo 995. 
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was absent, the railroad was obliged, 
nevertheless, to meet part of the elimi- 
nation costs. 


HE Pennsylvania Case ® points to 
another approach to this problem. 
This case, construing the pertinent 
Pennsylvania law, held that the public 
service commission could apportion 
the costs of a grade-crossing elimina- 
tion in its own discretion provided the 
apportionment was not unreasonable. 
The benefit to the railroad need be no 
criterion. The court then stated that it 
could not go into the intimate details 
of the case but, from the evidence sub- 
mitted, it seemed that the commission 
arrived at what it believed to be a 
fair ratio and that any other decision 
made by the court would be merely 
substituting an opinion of no greater 
weight than that of the commission’s. 
How will New York meet the prob- 
lem? It may be, as a practical matter, 
that great discretion will rest with the 
commissions in assessing the benefit 
that accrues to the railroad from an 
elimination. The New York courts 
might rule, in line with the Lehigh 
Case cited above, that the commissions 
have wide discretion in determining 
benefit and that each elimination re- 
quires a different approach, according 
to the facts peculiar to it. 
If this should become the rule, let us 


6 Lehigh & N. E. R. Co. v. Public Service 
Cubmedianion (1937) 126 Pa Super Ct 565. 


speculate upon its application to the 
benefit that accrues to the railroad from 
the avoidance of crossing accidents, 
Under such a rule, the commissions 
might determine in one case that the 
accident experience for five years im- 
mediately preceding the elimination 
should be the criterion for adjudicating 
benefit. In another case, where the 
highway which crosses the railroad at 
grade was being widened, the commis- 
sions might rule that the past accident 
experience of the railroad could not be 
a criterion and instead assume an in- 
crease in accidents from the expected 
added traffic. 

Perhaps this should be the rule? 
Perhaps discretion, of necessity, should 
devolve upon and rest in the com- 
missions for they have the background 
and experience to deal effectively with 
these problems ? 


AN this point it should be surplusage 
to state that the writer does not 
claim to have the solution. How this 
problem can be solved with a minimum 
of controversy is difficult to foresee. 
Let us, however, hope that it will be. 

Because this specific problem is 
without precedent, it is hoped that this 
article will help focus attention to it 
and, by encouraging discussion, help 
crystallize opinion. If, even to an in- 
finitesimal degree, it accomplishes this, 
it will have more than served its pur- 
pose. 





¢ HREE fundamentals for the defense of this hemisphere are 
rar power, mobility in military operations, and productive re- 
sources, To increase our sea power, we must build ships—quickly. To 
attain mobility, we must expand and diversify our transportation serv- 
ices. To convert our vast resources into defense materials, we must have 
ample electrical energy. In all three fundamentals the St. Lawrence sea- 
way would give us a tremendous boost.” 


—Rosert M. LaFOoLtette, Jr., 
U. S. Senator from Wisconsin. 
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Wire and Wireless 
Communication 


S. Conciliation Service, on Novem- 
ber 23rd announced a threatened strike 
of 15,000 long-lines telephone workers, 
which would have affected long-distance 
communications in 42 states, had been 
averted. The agreement, reached in the 
presence of Dr. Steelman and Aaron 
Horvitz, U. S. Conciliation Commis- 
sioner, provided for wage increases total- 
ing $3,000,000 annually and the setting 
up of two boards, both headed by Hor- 
vitz, to make further wage adjustments 
and study geographic wage differentials. 


D* John R. Steelman, chief of the U. 


The $3,000,000 wage boost called for » 


raises ranging from $1 to $3 weekly for 
all workers who, under the old contract 
which expired October 22nd, received 
$18 to $66 for men and $13 to $31 for 
women. 

The dispute involved the American 
Telephone and Telegraph communication 
system and the Federation of Long Lines 
Telephone Workers, an independent 
union, Representing the company in the 
final negotiations were Frank P. Law- 
rence, vice president in charge of the 
Long Lines Department ; George Dring, 
assistant to the vice president; and S. 
Whitney Landon, general counsel. The 
union officials were headed by John J. 
Moran, president, and Henry Mayer, at- 
torney. Lawrence said the controversy 
had been “happily settled,” adding that 
“all parties reached the realization that 
this was no time for a dispute in an indus- 
try so vital to national defense.” Mayer 
declared that “the union feels that 
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through Dr. Steelman and his associates 
it has obtained everything it might have 
gained through certification to the Media- 
tion Board.” 

The eleven areas in which increases 
totaling $3,000,000 annually were given 
are New Jersey, New York city, upstate 
New York, Pennsylvania, Indiana, Ohio, 
Michigan, Southern Bell territory, 
Southwestern Bell territory, New Eng- 
land, and Rocky Mountain. 


*x* * KX * 


HE War Department has no plans 

for taking over the radio industry, 
William Bailey, member of the radio 
branch of the public relations division of 
the War Department, told representatives 
of broadcasting stations in Arkansas, 
Louisiana, Mississippi, and Tennessee, 
who met in Memphis last month. Bailey 
said: 

The War Department has no more inten- 
tion of taking over radio during the national 
emergency than it has of taking over the 
newspapers of the country. The radio 
branch was not set up to operate radio, but 
was established to provide it with accurate 
reports and to serve as an agency where radio 
stations may check information obtained 
from other sources. 


He said the radio branch was estab- 
lished for the same purpose in radio that 
the press branch was for newspapers. 


*x* * 


N 0 opposition appeared before a Wis- 
consin Public Service Commission 
hearing at Boscobel last month to object 
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to a Boscobel Telephone Company pro- 
posal to increase rates to city telephone 
subscribers. 

Joseph E. Byrne, Madison, recording 
secretary of the Wisconsin State Tele- 
phone Association and auditor for the 
Boscobel firm, represented the Boscobel 
Company at the hearing, which was con- 
ducted by Calmer Browy, Madison. 

The proposed increases ranged from 
25 cents on 4-party lines to 75 cents on 1- 
party business telephones. No increase 
in rural rates was asked. If granted, rates 
were expected to be increased about Jan- 
uary Ist. Officers of the Boscobel Com- 
pany are Charles A. Blair, secretary and 
manager ; C. A. Brainerd, president ; and 
Dr. E. H. Spiegelberg, treasurer. 


* * * * 


Pg 100 independent radio stations 
which buy some network time or- 
ganized a new trade association last 
month called “Network Affiliates, Inc.,” 
with Eugene C. Pulliam of Station 
WIRE, Indianapolis, as temporary presi- 
dent. One of its purposes, the founders 
said, is “to organize and prosecute a fight 
against permitting superpower operations 
by existing clear channel stations, or in 
excess of 50,000 watts.” 

Superpower, they said, “would create 
a dangerous monopoly of broadcasting 
power in the hands of a very few, while 
at the same time “weakening regional and 
local outlets to a point where they would 
be unable to serve properly their own 
communities.” 

The organization pledged itself to co- 
Operate with the Federal Communica- 
tions Commission “in formulating regu- 
lations which will stimulate the growth 
and development of the American sys- 
tem of broadcasting.” 

Other temporary officers, to serve un- 
til the first annual meeting in April, are 
Hulbert Taft, WKRC, Cincinnati, vice 
president ; W. J. Scripps, WWJ, Detroit, 
secretary-treasurer. 


* * *K Xx 


Cen caee program of Michigan 
Bell Telephone Company in 1942 
will cost $28,000,000, an increase of $2,- 
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000,000 over previous estimates. Antici- 
pating the 1942 expansion program, the 
company will issue, as needed, an addi- 
tional $25,000,000 in capital stock. 

While the company cannot closely de- 
termine what its future capital require- 
ments will be because of the uncertainty 
of securing supplies vital to telephone 
needs, the board nevertheless voted to 
increase the capital structure as a pre- 
paratory step, it was explained by George 
M. Welch, president. He said that the 
shortage of materials may make it im- 
possible for the company to meet the ex- 
panding service demand resulting from 
the defense program and consequent in- 
dustrial activity. 

Subject to approval by state authori- 
ties, authorized capital stock now 
amounts to $175,000,000, of which $150,- 
000,000 has been issued. Charles T. 
Fisher, Sr., president of Fisher & Co., 
and Ralph A. Hayward, Kalamazoo 
paper manufacturer, were elected direc- 
tors of the telephone company. 


*x* * * X* 


HE Westinghouse Electric & Manu- 

facturing Company plans to become 
active again in the field of radio, par- 
ticularly in the development of new uses 
for radio equipment for national defense, 
it was announced recently by A. W. 
Robertson, chairman of the board of 
directors. 

Increased activity and enlargement of 
the company’s operations in the radio 
field, it was said in radio circles, would 
put Westinghouse Electric on a more di- 
rect competitive basis with the Radio 
Corporation of America and other con- 
cerns which, in addition to broadcasting 
operations, have specialized in radio 
manufacture, development, and research 
work. 

Twenty-five years ago Westinghouse 
Electric pioneered in the research and 
development of radio, but subsequently 
shared its research results with RCA. In 
1930 RCA was reorganized and ulti- 
mately became disassociated from both 
Westinghouse Electric and the General 
Electric Company. At that time West- 
inghouse Electric withdrew from active 
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leadership in radio development except 
in the fields of commercial broadcasting 
equipment, short-wave equipment, and 
military apparatus. 

Military secrecy forbade revealing de- 
tals of new developments now, Mr. 
Robertson said, but he declared that 
since the beginning of the emergency 
period the company’s radio factory in 
Baltimore, Maryland, had increased its 
a space 400 per cent and its 
production 800 per cent. Virtually all the 
production there was for defense, he 
said, and unfinished orders of the radio 
division exceeded $40,000,000. Mr. 
Robertson continued : 

As a result of this activity, Westinghouse 
Electric is greatly expanding its activities in 
the radio field—in manufacture, develop- 
ment, and research—a field in which it 
pioneered twenty-five years ago with the 
work that led to the development of com- 
mercial broadcasting. 

In 1937, foreseeing greater military in- 
terest in radio, we moved our radio factory 
from Chicopee Falls, Massachusetts, to 
Baltimore to be nearer the headquarters of 
the Navy and Army officials who were spon- 
soring the newer developments in the field. 
Now, because of these developments, we 


plan to become active again in the broad field 
of radio. 


2 £8 


to International Telephone & Tele- 
graph Corporation reported last 
month that its operating subsidiaries in 
nine countries had a net gain of 49,019 
telephones in service in the first ten 
months of this year. 

Several of the corporation’s operating 
units in Latin America, it was an- 
nounced, continue to report some diffi- 
culty in-meeting the increased demand 
for telephone service because of manu- 
facturing and shipping dislocations due 
to the war. This situation was expected 
to be relieved, IT&T announced, by its 
new factory at Newark, New Jersey, 
which is supplying telephone equipment 
for Latin America as rapidly as mate- 
tials can be made available. 

. + es 


25-YEAR operations franchise for 
the Mountain States Telephone & 
Telegraph Company was approved last 


month by the Ogden, Utah, city com- 
mission. The old franchise expired sev- 
eral months ago. 

Under terms of the nonexclusive 
franchise, which would permit other 
telephone companies to obtain franchises 
if the city saw fit, the city is to be paid 
one per cent of revenues derived from 
telephones operated within the city 
limits. 

The company also agreed to provide 
the city with 24 flat-rate business tele- 
phone lines free until the city reaches 
50,000 population, with an additional 
line for each 1,000 population over that 
figure. Telephone toll service up to $600 
annually is provided free for the police 
department. 


* * * X* 


Hees on the application of the 
Lincoln Telephone & Telegraph 
Company for increases of rates at its 
Lincoln exchange, along with those at 83 
others of its 117 exchanges, were sched- 
uled to begin December 15th in the com- 
mission rooms at the capitol in Lincoln. 

The announcement was made on No- 
vember 21st by the state commission. De- 
lay in fixing the date, the petition having 


’ been filed several weeks before, rose 


from a desire on the part of the com- 
mission to discover if a hearing could be 
held without involving the sacrifice of a 
lot of time on the part of the communi- 
ties interested entitled to be heard, be- 
cause of the number of exchanges in- 
volved. It was suggested that a prehear- 
ing be held at which a method of proce- 
dure could be worked out to lessen the 
length of the hearing and enable repre- 
sentatives to be present when their towns 
came up for consideration. But after ex- 
ploring this possibility the commission 
decided to set the application down for 
a hearing in regular order. 


* * * * 


_ W. Page, vice president in 
charge of public relations of the 
American Telephone and Telegraph 
Company, will succeed AT&T President 
Walter S. Gifford as a member of the 
board of directors of the Bell Telephone 
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Company of Canada. Mr. Gifford’s deci- 
sion to resign from the board of the 
Canadian subsidiary was prompted by 
the pressure of business in the United 
States, the company said. 


* * *K * 


B*= Edward Nicolls, controller of 
programs and senior member of the 
British Broadcasting Corporation staff, 
was dismissed last month for the 
blunder which resulted in birthday 
greetings being sent to the King of Italy 
on Armistice day, and, at the same time, 
other revolutionary changes in BBC 
were planned. 

Since his appointment in 1924 as di- 
rector of the Manchester station of BBC, 
Nicolls had held important posts in BBC 
as director of the London station, editor 
of the corporation’s publication, and con- 
troller of administration. Up until a few 
months ago he also was chief censor but 
relinquished this post voluntarily. 


* * * * 


LoyD A. Free, director of the foreign 
broadcast monitoring service of the 
Federal Communications Commission, 
left on the Dixie Clipper last month for 
Britain to set up an office to listen in on 
German, Italian, and Russian domestic 
broadcasts. The office will report to the 
United States on medium and long- 
range broadcasts from Europe, using 
British Broadcasting Corporation facili- 
ties. Free said the office would report 
periodically to Washington on “the do- 
mestic line of propaganda.” 

The field office, he said, will give spe- 
cial attention to all types of military in- 
telligence and other information of value 
to this government. He said the FCC had 
been operating similar stations from 
American territory for some time. 


* * * x 


iE ye esongy of the Lexington Tele- 
phone Company were silent last 
month on whether an appeal would be 
taken from an opinion by a National 
Labor Relations Board examiner hold- 
ing the concern guilty of antiunion ac- 
tivities. 
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Examiner George Bokat held that the 
company should cease antiunion actiyj- 
ties, rehire nine men allegedly discrimi- 
nated against because of union activities, | 
and pay them back wages from 1937 to 
the present. Bokat’s ruling came as a 
written opinion filed at the labor board’s 
Cincinnati regional office, the aftermath 
of a hearing conducted in Lexington in 
September and October on charges the 
phone concern engaged in unfair labor 
practices. 


* * * * 


HARGING that the Southwestern Bell 
Telephone Company’s _long-dis- 
tance service rates in Arkansas discrimi- 
nate against the public, the state utilities 
commission last month ordered the com- 
pany to show “what justification, if any, 
exists for such apparent discrimination.” 
The commission charged that certain 
Southwestern intrastate rates are higher 
than interstate rates charged by its par- 
ent company, the American Telephone 
and Telegraph Company. 

In addition, the commission said, 
Southwestern makes charges on reports 
of calls as follows: 5 cents, up t» 12 
miles; 10 cents, 12 to 64 miles; 15 cents, 
64 to 110 miles; 20 cents, 110 to 222 
miles ; 25 cents, 222 miles and over. 

AT&T makes no charge for reports on 
interstate calls, the commission said. The 
commission said it had found that it 
should make a further investigation. 

Southwestern Bell was ordered to re- 
spond to the order (dated November 21st 
and released November 25th) in twenty 
days from the serving of the order. The 
matter was to be scheduled for hearing 
at a later date. 

W. E. Gosdin of Little Rock, South- 
western’s division general manager, said 
in part: 

We cannot do other than oppose the reduc- 
tion of certain of our intrastate long-distance 
rates because our revenues in the state as a 
whole cannot stand any reduction, being al- 
ready inadequate. Our expenses are mount- 
ing—wages, materials, taxes—making it 
highly unwise to reduce revenues... . 
further reductions should be ordered, . . . the 
revenue loss will have to be restored by in- 
creases elsewhere. . .. 
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Financial News 


and 
Comment 


By OWEN ELY 


Holding Companies between 
Upper and Nether Millstones 


HE market prices of holding com- 

pany stocks have recently been melt- 
ing rapidly, under the combined pres- 
sure of seasonal tax selling and the fear 
psychology apparently engendered by 
such SEC policies as subordination, divi- 
dend blockage, lower debt ratios, higher 
reserves, etc. 

The accompanying table (page 825) 
shows the trend of prices and earnings 
for leading holding company stocks since 
the year 1935, when the Utility Act was 
passed. Prices for 1935 are the averages 
for the highs and lows of that year. 
Earnings for 1941, for the most part, 
are for the twelve months ended Sep- 


tember 30th, thus reflecting the new tax’ 


situation to a substantial degree. Share 
earnings during the period 1935-41 in- 
creased for twelve out of the sixteen 
companies tabulated, but price earnings 
ratios dropped very sharply. 

Obviously, what investors are dis- 
counting is not so much a decrease in 
operating company earnings, as the in- 
ability of holding company stockholders 
to share in those earnings—either now or 
on a capitalized basis in final dissolution 
of the holding company. Many seem 
frightened about possible applications of 
the so-called Deep Rock principle, which 
alters the conventional participation by 
classes of security holders in the distri- 
bution of earnings and assets of reorgan- 
ized companies. Some have evidently 
been confused by the possible variations 
in the application of the subordination 
and debt reduction policies. Integration 
programs may develop into such uncer- 
tain operations that only the SEC will 


know where the stake is. In that case, the 
disposition of the wary investor might 
well be to get out of this field altogether. 

Where values remain assured beyond 
question—that is, where holding com- 
pany securities are of “bank quality” 
caliber—they are still selling above the 
1935 levels in most cases. For example, 
Columbia Gas & Electric bonds continue 
above their 1935 highs, while the pre- 
ferred stocks have recently suffered a 
very severe sinking spell, and the com- 
mon is currently around 14 compared 
with the 1935 range of 153-33. The 
“leverage” principle has combined with 
fear psychology to blight junior securi- 
ties of holding companies. 


Hg Utility Act was passed ostensi- 
bly to aid (a) consumers, on the 
ground that holding company system 
rates were high, and (b) investors, on 
the assumption that the public had been 
placed at an unfair advantage by pro- 
moters of holding companies. Subse- 
quent research has disposed of some of 
the more extreme criticisms leveled 
against holding companies. Many abuses 
of the 1929 régime were liquidated to a 
large extent in the ensuing 1930-32 re- 
adjustment. But, since 1935, the invest- 
ing public has suffered the loss of addi- 
tional billions of dollars in the market 
prices of utility holding company securi- 
ties. A number of factors doubtless en- 
ter into consideration in explaining this 
development. But the drastic campaign 
of “disintegrating” these companies and 
recapitalizing the subsidiary operating 
companies is certainly a favorite theme 
of discussion along these lines in finan- 
cial circles. If the real values are still 
there, the holders of these securities 
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would appear to be entitled to some regu- 
latory assurances, so that the recovery 
in market prices will not be reaped by a 
new generation of alert bargain hunters, 
rather than the original owners. SEC offi- 
cials have in the past taken the pains to 
reassure investors, The present might be 
a particularly appropriate time to do so 
again. 

To take a single instance of loss to 
investors, the decline in United Gas Im- 
provement from its average 1935 level 
of 14 (the range that year was 184-9}) 
to the current price around 5 means a 
book loss to investors of some $210,- 
000,000. This company was the oldest of 
the large holding companies, having al- 
ready been in business fifty-three years 
when the Utility Act was passed. It has 
paid dividends on its common stock con- 
tinuously since 1885—a record very few 
industrial companies can match. Its prop- 
erties are for the most part well inte- 
grated and fairly compact. Yet investors 
apparently now consider it quite vulner- 
able to the SEC reform program, pos- 
sibly because of fears regarding its large 
holdings in Public Service of New Jer- 
sey. The common stock is currently on 
about a 12 per cent yield basis, although 
the preferred continues to yield less than 
5 per cent. 

Another case: National Power & 
Light paid dividends on its common 
stock without interruption for over fif- 
teen years (a 60-cent rate has been main- 
tained in recent years), but recently 
omitted the quarterly payment because 
of SEC orders blocking dividend pay- 
ments by the largest subsidiary, Penn- 
sylvania Power & Light. (The embargo 
has now been modified to permit one- 
quarter of available net to be paid out.) 
National Power & Light common, which 
sold in 1935 to average around 10, is now 
down to 23, a decline of 73 per cent. 
The resulting “book loss” to stockholders 
is some $40,000,000. 


oO what extent has the zeal of the 
SEC exceeded the original intent 
of Congress? Obviously, that body in- 
tended that the commission should re- 
align the holding companies so that their 
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properties would be less of a geographi- 
cal crazy quilt. It also wanted utility f- 
nance cleaned up, accounting standards 
tightened, etc. But did it intend to have 
holding company income choked off for 
indefinite periods while the SEC pursued 
lengthy investigations regarding adjust- 
ment of book values, debated the prior- 
ity rights of various security holders, 
etc.? Congress doubtless intended the 
commission to apply the usual enforce- 
ment methods based on the Federal au- 
thority to withhold mail service, regu- 
late interstate commerce, etc. Instead the 
commission has adopted a method of its 
own, “blockage” of interest and dividend 
payments to holding companies. Further- 
more, there is no uniform set of rules 
to cover such blockage. The commission 
has issued special orders from time to 
time against individual companies, while 
the threat of similar action was held over 
other companies. The holding companies 
have been asked to codperate in advanc- 
ing the SEC program and the SEC 
theories of what constitutes good f- 
nance—or else. 

It is particularly difficult for the 
utility industry that the SEC tech- 
nique for enforcing its policies crystal- 
lized—after considerable delay—just at 
the time when the utilities are confronted 
with the problem of war-time expansion 
and the handicap of increasing taxes and 
costs. It had been generally assumed, be- 
cause of the fact that the utility indus- 
try as a whole is only permitted to aver- 
age about 6 per cent on the investment 
(the 1939 ratio was almost exactly that 
percentage), they would largely escape 
Federal excess profits taxes. Due to tech- 
nical changes in the 1941 act, this has not 
proved the case and many utilities are 
now forced to pay up to the maximum 
figure of 72.4 per cent of taxable net in- 
come (after exemptions). The policy of 
the utilities in adjusting interim state- 
ments of earnings for the increases in the 
normal tax rate and for the excess profits 
taxes has not been entirely uniform, and 
this has added to the confusion and fear 
regarding the effects of such taxes, par- 
ticularly when threats of even further 
taxation in 1942 loom on the horizon. 
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Price Trend Since 1935 Share Earnings Price Earn. Ratios 


1941 1935 
Recent Mean 


Amer. Lt. & Trac. 

American P. & L. $6 Pfd. ........ 28 
American W. W. & Elec. ......... 3 
Columbia G. & E. 14 
Commonwealth & So. Pid. ........ 51 
Beec,.P. & Ls $7 Pid. .........600- * 


Public Service of N. J. 14 
Stand. G. & E. $7 Pr. Pfd......... 15 
United Gas Improvement 5 
Wpled ba Ge Bi IOs S50 cc ceewidic ss 24 


—_—— 


D—Decrease or deficit. 


i poo SEC policy favors (and in some 
cases demands) higher common 
stock issues for operating companies in 
relation to total capitalization at a time 
when regulatory developments (plus the 
war-time impact of taxation) make util- 
ity common stocks exceedingly unpopu- 
lar. The only way money can be success- 
fully raised for operating company com- 
mon stock issues is, in many cases, for 
the holding companies to raise the money 
and reinvest it in their own operating 
companies. The only effective way in 
which the holding companies can raise 
money is to sell out some of their equi- 
ties to the public in a utility bear mar- 
ket, There emerges a vicious cycle which 
seems to threaten not merely stockhold- 
ets (as with National Power & Light 
common and American Power & Light 
preferred) but also bondholders—in the 
case of the Associated Gas system. 

The major questions confronting the 
holding companies at present are (1) 
what are the exact standards for debt 
tatio, depreciation charges, balance sheet 
reserves, etc., on which the SEC will in- 
sist (these requirements are still in a 
somewhat formative stage); (2) how 
much blockage of dividends and how 
much investment of cash will it require 
to satisfy these SEC standards ; and (3) 
what will be left for holding company 
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Change 1941 1935 
1935-41 Recent 
D30% $2.94 
D 8 1.91 
D7 5.76 
D80 1.16 
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7.92 
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1.51 

1.29 

69 

1.92 

1.74 

2.04 

9.64 

88 

9.37 


Year 
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security holders when the program is 
completed. 

While it remains possible that Engi- 
neers Public Service will attack the con- 
stitutionality of the Holding Company 
Act, with regard to the geographical in- 
tegration phase, this may be a long- 
drawn-out legal procedure. Some attempt 
may still be made to appeal to Congress 


‘for modification of certain phases of the 


Utility Act, whereby the present SEC 
program of forcing investment of cash 
in operating subsidiaries by holding com- 
panies (at the sacrifice of other stock in- 
vestments) should be deferred until 
such time as investment conditions are 
more normal. Such a concession by Con- 
gress would protect the holding company 
security holders from strangulating 
pressures, both regulatory and military. 


> 


Public Service Corporation of 
New Jersey 


UBLIC Service of New Jersey has ob- 

tained a stay from the third Federal 
Circuit Court of Appeals against an SEC 
order denying the company’s exemption 
from the Utility Act. The SEC has held 
that the company is a subsidiary of 
United Gas Improvement and United 
Corporation. (Formerly it had been as- 
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sumed that the company was exempt un- 
der § 3 of the act and Rule U-2 of the 
SEC.) Counsel for the company had 
argued that the action impeded the com- 
pany’s plan to raise $15,000,000 needed 
for expansion. 

The statement of Chairman McCarter 
of Public Service, made before the SEC 
last July, is now available in reprint 
form. It traces in interesting fashion the 
early history of the company and its re- 
lations with United Gas Improvement 
and United Corporation. Evidence is pre- 
sented to prove that the company built 
up its own organization, and has a strong 
and independent position in the state. 
Mr. McCarter stated: 


We are a New Jersey concern pure and 
simple. We have twelve directors, all promi- 
nent Jerseymen, a large number of whom 
are here today. There is not and has not 
been for several years a representative of the 
United Gas Improvement Company or the 
United Corporation on the board, nor is 
there the slightest intimation in the record 
of any attempt on the part of either of these 
corporations to exercise any such control. 
We have 85,000 stockholders, at least 50 per 
cent of whom are Jerseymen. In the electric 
and gas field we conduct no retail business 
out of the state. We have certain interstate 
connections for the exchange of power, and, 
did we not have them, we would now be 
ordered by the government to make them. 
In fact we are about to be ordered to in- 
crease them in the interest of national de- 
fense. In our transportation department we 
carry on about 20 per cent of that business 
in interstate operation between New Jersey 
and New York through the tunnels and over 
the George Washington bridge, and between 
Philadelphia and Camden over the bridge 
connecting these two cities, but it is all strict- 
ly local business. . . . The management has 
raised and spent in the development of these 
properties by bona fide investments over 
$300,000,000, without one drop of water be- 
ing injected therein. There have been no 
write-ups whatever. Our plant account has 
increased during this period something over 
$400,000,000, the balance having been paid 
for through the use of surplus funds, de- 
preciation reserve, and other incidental re- 
sources. During this period of time the 
property of the Electric & Gas Company 
has enormously increased in value, and, 
judged by any legitimate standards of valu- 
ation, greatly exceeds the present book 
value. ... 

At the time of the pendency of the act in 
Congress, the framers thereof openly stated 
that their intent was not to subject com- 


panies like ours to its provisions, and th 
President of the United States in a publi 
statement declared that Public Servic 
Corporation of New Jersey was not the typ 
of corporation meant to be reached and con 
trolled by the act.... 

The young gentlemen who have spent s 
many months investigating the records an( 
files of our company have not discovered ond 
reprehensible act. 


| some time past there have bee 
rumors in Wall Street that the SEQ 
is interested in checking the adequac 
of the depreciation charges and reserve 
of the Public Service system. As the 
subsidiary of a registered holding com 
pany its accounts would come under the 
commission’s scrutiny. Public Service 
system revenues are made up about ag 
follows: 

Public Service Electric & Gas Co. .... 

Public Service Codrdinated Transit 


system 
Miscellaneous 


Company in 1940 had a combined ratio 


of depreciation and maintenance to gross 
of 14 per cent, and the balance sheet re- 
serve was 16.3 per cent of property ac- 
count. Contrary to the experience of 
many companies, the depreciation re- 
serve ratio has dropped 3.4 in the past 
three years, apparently indicating that 
the current charges to expenses are about 
1 per cent below a figure which would 
hold the reserve around the 16 per cent 
level. One per cent of gross revenues for 
this company would be equivalent to 
about 20 cents per share on the parent 
company’s common stock, so that rais- 
ing the depreciation-maintenance ratio to 
15 per cent would not work much hard- 
ship to stockholders. 

The impression in some quarters has 
been that the Codrdinated Transit sys- 
tem is in a vulnerable position as regards 
depreciation. However, last year this 
company charged about 26.6 per cent of 
gross for maintenance and depreciation. 
This would appear to be ample, although 
it is difficult to make comparisons be 
cause of the lack of data for the traction 
industry as a whole. -Depreciation alone 
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was about 12 per cent of gross, as com- 
pared with less than 10 per cent for the 
nation-wide Greyhound Bus system. The 
retirement reserves aggregated nearly 
$44,000,000, or some 32 per cent of the 
property account. In view of the com- 
pany’s deficits in recent years, it is, of 
course, probable that write-offs of in- 
vestment might be taken to bring the bal- 
ance sheet more into line with the in- 
come account, but this hardly seems nec- 
essary as long as the company is a going 
concern, and might even be open to ques- 
tion in reorganization. (See story regard- 
ing Pittsburgh Railways valuation, 
which follows below.) 

Public Service Corporation of New 
Jersey has been hard hit by Federal tax 
increases. The earnings for the twelve 
months ended October 31st were $2.04 
compared with $2.43 in the correspond- 
ing previous period. However, this was 
an improvement over the previous earn- 
ings statement, which showed $1.86 for 
the twelve months ended September 
30th, compared with $2.53 in the corre- 
sponding period last year. 

The last quarterly dividend payment 
was reduced to 30 cents compared with 
55 cents: recently. An official statement 
indicated that the management is hope- 
ful of maintaining an annual rate of 
$1.20 in 1942, but does not expect to pay 
inexcess of that figure “until the future 
can be seen more clearly.” 


Sd 
SEC Clashes with State Com- 


mission on Valuation Theortes 


fs Pennsylvania Public Utility 
Commission is reported to have re- 
jected the SEC valuation method in the 
reorganization proceedings of Pittsburgh 
Railways, a traction unit of Philadelphia 
Company (Standard Gas and Electric 
system). 

The SEC, following its interpretation 
of Supreme Court precedents, has taken 
the position that current and future earn- 
ing power furnish the best basis for re- 
vision of the capital set-up. On the other 
hand, the Pennsylvania commission pre- 
fers to stick to original cost less deprecia- 
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tion. In the present case, due to the 
shrinkage of earnings, the result is a dis- 
parity in total capitalization of 200 per 
cent. The state agency favors the issuance 
of securities up to about $30,000,000 
while the SEC would limit it to $10,000,- 
000. 


Both commissions would, however, 
scale down the amount of securities pro- 
posed by the general trustees in the re- 
vised plan issued last July, under which 
some $40,000,000 worth of securities— 
about one-third bonds and two-thirds 
common stock—would be issued. The 
state commission proposed reducing the 
stated value of the common, leaving the 
bond issue undisturbed, whereas the SEC 
would cut both the bond and stock issues 
to $5,000,000 each. The company oper- 
ated at a loss in 1940 but this has been 
ascribed to nonrecurring charges, etc. 
The Pennsylvania commission’s decision 
contained the following : “We do not read 
the Consolidated Rock Products decision 
as enunciating a rule that prospective 
earning power is the sole criterion to ap- 
ply in formulating capital structures for 
utilities in process of reorganization.” 


be i \HE prospective earning-power-alone 


criterion, if applied to utilities, 
might give rise to mischievous and vex- 
atious situations. A utility is entitled to 
a fair return, and no more, on the fair 
value of its properties. A grossly over- 
capitalized utility undergoing reorgani- 
zation might have present earnings suffi- 
cient, and only sufficient, for a fair re- 
turn on the fair value of its properties ; 
but its prospective earnings, if and when 
realized, might be substantially in ex- 
cess of a fair return on the then fair 
value of its properties. 

“If rates or fares were then reduced 
by a state commission in conformance 
with the fair-return-on-fair-value rule, 
earnings would be insufficient for the pay- 
ment in full of interest and dividends on 
securities which the commission had ap- 
proved. On the other hand, if rates and 
fares were not reduced, so as to enable 
interest and dividends to continue to be 
earned in full, the public would be de- 
prived of the reasonable rates or fares to 
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which it is entitled by law. A ceiling on re- 
organization securities—say depreciated 
original cost or depreciated reproduction 
cost, whichever is lower—would be a 
powerful deterrent to the arising of such 
a vexatious situation, as such costs are 
elements of fair value.” 


¥ 


Inland Power & Light— A 
Study in Subordination 


gprs Power & Light, a subholding 
company formerly in the Middle 
West system, is being liquidated under 
§ 77-B proceedings. The Master’s report 
to the United States District Court, re- 
garding allocation of cash on hand from 
the sale of Michigan Public Service Com- 
pany stock (pledged under the Inland 
collateral 6s), has recently been issued. 
After reviewing relationships between 
Inland Power & Light and its Michigan 
subsidiary, the Master concluded that In- 
land’s book claim of $620,132 against 
Michigan should be wholly subordinated 
to the claim of the collateral bondholders, 
thus giving the latter the entire proceeds 
instead of merely a pro rata general 
claim. The cash from the sale of the 
Michigan stock amounts to about $220 
per $1,000 Inland collateral bond. It is 
possible that distribution of this cash to 
public bondholders might be allowed by 
the court on a petition by the trustee. 

Bondholders are also entitled to future 
proceeds of sale of the remaining col- 
lateral, 160,000 shares of Kansas Power 
Company stock. The company in the 
year ended June 30th earned about $92,- 
000 for the common stock, after esti- 
mated adjustment for increased income 
taxes, and at six times earnings this stock 
might be worth about $552,000 or $115 
per bond. 

In addition to these directly pledged 
assets, bondholders would be entitled to 
at least 44 per cent of the remaining as- 
sets, it is estimated. These include $600,- 
000 cash from a previous liquidation, 2,- 


400 shares of Missouri Edison common, 
and 39,278 shares of Arkansas-Missour} 
Power common. The potential market 
price of the two stocks might make the 
total about $1,000,000, it is estimated, 
with the bondholders’ share around 
$440,000 or about $93 per bond. Follow- 
ing is a summary of the estimated values 
for the collateral bonds: 
Direct claim—cash 


Direct claim—stock estimated 
General claim — cash and securities 


This represents a price of about 43 
or some 25 per cent in excess of the re- 
cent market quotation of 34. 


M IDDLE West Company is the owner 

of $1,160,000 collateral bonds or 
about 24 per cent of the total issue. It 
also has a large claim (book debt) against 
Inland. The Special Master has proposed 
to the court that an independent audit 
be prepared of these various claims and 
the relationships between the two com- 
panies. It is possible that the debt claim 
will be subordinated, and part or all of 
the Middle West bond holdings might 
also be subordinated to those publicly 
held. Should the bonds be thus subor- 
dinated, the liquidating value (as esti- 
mated above) would be automatically in- 
creased from 43 to 56 for publicly held 
bonds, 

Based on the above figures the liqui- 
dating value of the Inland debenture 
bonds is estimated at about 134, com- 
pared with current market around 10}; 
and if the Middle West holdings of these 
bonds should be subordinated to the pub- 
licly held bonds, the estimate would be 
raised to 19. 

Subordination of the debt claim would 
raise further interesting possibilities, es- 
pecially for the debentures. The eventual 
outcome will be an interesting test of 
the extent to which the subordination 
principle can be carried. 
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What Others Think 


Trend toward Union Shop in 
American Industry 


BOUT one-third of the workers em- 
ployed in ten leading American in- 
dustries work under closed shop or union 
shop conditions, according to a survey 
of collective bargaining in the United 
States recently reported nearing com- 
pletion by The Twentieth Century Fund. 
Evans Clark, executive director of the 
fund, quoted this figure in a statement 
released on November 17th summarizing 
some of the survey’s findings relating to 
the union shop issue now before the pub- 
li. Union status takes one or more of 
the following forms, and it is important 
to keep the distinctions between these 
forms clearly in mind: 

Closed Shop: Only union members can be 
hired and workers must remain union mem- 
bers to retain employment. 

Union Shop: Nonmembers may be hired, 
but to retain employment must become union 
members after a certain period. 

Preferential Shop: Union members are 
given preference in hiring or lay-off, or both. 

Maintenance of Membership Shop: No 
one is forced to join a union, but all present 
or future members must remain in good 
standing as a condition of employment. 

_ Exclusive Bargaining Shop: The union 
is recognized as the exclusive bargaining 
agent for all employees, whether union mem- 
bers or not. 

_ Bargaining for Members Only: The union 
is recognized as the bargaining agent only 
for its own members. 


In ten of the largest out of some fifty 
industries covered by The Twentieth 
Century Fund’s collective bargaining 
survey, about 34 per cent, or more than 
athird, of the employees work in closed 
or union shops, According to the latest 
comparable figures, these ten industries 
employ nearly 6,000,000 workers (al- 
most one-sixth of all wage earners in the 
country). Some 4,000,000 are union 
members, who comprise about 40 per 
cent of the total union membership in 
the United States. None of these indus- 
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tries is completely closed shop, but this 
status is dominant in printing (245,000 
employees ; 140,000 union members) and 
clothing (368,000 employees; 329,000 
union members). It is common in boots 
and shoes (220,000 employees; 80,000 
union members) and construction (al- 
most 2,000,000 employees, and over 
1,000,000 union members). 


Bg union shop prevails in the coal- 
mining industry. Of the 540,000 
employed in the mines 90 per cent work 
under union shop agreements, including 
about one-half of the workers in captive 
mines, some of which are owned by steel 
companies. Only the 53,000 workers in- 
volved in the current disputes have not 
had the union shop, although 95 per cent 
belong to the United Mine Workers. 

Exclusive bargaining rights prevail in 
the five remaining big industries which 
are covered by the survey. They are: 
automobiles (500,000 workers; more 
than 450,000 union members) ; rubber 
(120,000 workers; 64,000 union mem- 
bers); electrical manufacturing (400,- 
000 workers ; 218,000 union members) ; 
iron and steel (500,000 workers; 400,- 
000 union members); and railroads 
(1,000,000 workers; 900,000 union 
members). It may be observed from 
these figures that closed and union shops 
prevail in industries where unionism has 
been long accepted, such as printing, 
building construction, and coal mining. 
Railways, another veteran among union- 
ized industry, are, however, the outstand- 
ing exception. In recent years the trend 
has been to substitute the exclusive bar- 
gaining shop for initial agreements call- 
ing for bargaining for members only— 
and once this step has been gained to 
press for preferential, union, and closed 
shops. 
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Most unions seek closed, union, or 
preferential shops, chiefly to strengthen 
the organization, prevent discrimination, 
aid in enforcement of standards, and gain 
greater control over their membership. 
They hold that since all employees share 
benefits won by collective bargaining, all 
should contribute. They also hold that 
closed shops make unions more respon- 
sible bargaining agents, eliminate friction 
between union and nonunion employees, 
and protect both employers and recog- 
nized unions against rival unions. 

Employers opposed to closed and 
union shops maintain that their choice 
of workers is limited and that they are 
required to discharge those who have 
resigned or have been expelled from 
unions, yet whose work has been satis- 
factory. They further claim that some 
of their workers do not wish to join 
unions ; and that since employers are for- 
bidden by law to prevent their workers 
from joining unions, they should not be 
forced to compel workers to do so. Some 
employers hold that closed shops are in 
effect monopolies, whereas they them- 
selves are forbidden by antitrust laws 
to engage in monopolistic practices. 


CCORDING to The Twentieth Century 
Fund analysis of the attitude of 
government, Federal statutes both up- 
hold and outlaw the closed shop. The 
National Labor Relations Act (the Wag- 
ner Act) specifically allows agreements 
with closed or union shop clauses. The 
Railway Labor Act disallows the closed 
shop by forbidding the carriers to compel 
their employees to join unions. One state, 
Minnesota, forbids the closed shop. State 
courts have both upheld and outlawed 
strikes for the closed shop. Strikes for 
this purpose have been upheld by court 
decisions in California, Colorado, Con- 
necticut, Florida, Idaho, Illinois, Mary- 
land, Missouri, Montana, New Jersey, 
New York, Oklahoma, Rhode Island, 
and Wisconsin. They have been de- 
clared illegal in courts of Delaware, 
Georgia, Maine, Massachusetts, Missis- 
sippi, New Hampshire, Oregon, Penn- 
sylvania, Texas, and Vermont. 
In the utility field accurate figures as 
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to the extent of unionization, in whatever 
degree it has developed, are not general- 
ly available for gas and electric service, 
This is probably due to the wide diversi- 
fication of management and ownership 
prevailing in those two utilities. 

In the telephone field, however, domi- 
nated by the Bell system, the trend to- 
ward unionization has attracted consid- 
erable attention during recent months, 
The threatened strike of the Federation 
of Long Lines Telephone Workers for 
wage increases, which was averted on 
November 24th by the Federal Concili- 
ator, John R. Steelman, serves to em- 
phasize the strength of the union move- 
ment in the Bell organization. These ne- 
gotiations involved a contract covering 
only the 15,000 long-lines workers in 
42 states, and embraced various cate- 
gories of mechanical and office em- 
ployees. However, the National Federa- 
tion of Telephone Workers, a parent in- 
dependent union, claims a membership 
of 150,000 workers who had indicated an 
intention to cooperate with the long-dis- 
tance workers’ strike if it occurred. 


N the November 21st issue of The 
Wall Street Journal, Harry Rohs dis- 
cussed in considerable detail the status 
of telephone labor. Ten years ago, said 
Mr. Rohs, a nation-wide telephone strike 
was an undreamed of thing. But during 
the year 1941 four substantial labor 
disputes have occurred within the Bell 
organization alone, not to mention sever- 
al Bell and independent company matters 
which attracted the attention of the 
NLRB. 

In California conciliation was being 
used to resolve a wage controversy. A 
few weeks ago a wage dispute in the 
New York Telephone Company was set- 
tled after six months of negotiation. Last 
summer Western Electric employees 
threatened a strike. And capping the cli- 
max was the narrowly averted strike of 
the long-lines workers which resulted 
in wage increases of approximately $3,- 
000,000 a year in 42 states. Prior to this 
year, industrial peace of nearly two dec- 
ades’ duration marked the operations of 
the telephone industry. It was in 1922 
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asked for the closed shop but have aban- 
doned the demand temporarily because of 
the national emergency. Ultimately they will 
seek a union shop for the entire Bell system. 

The unions already are thinking about 
what might happen should employment fall 
off sharply when the present national emer- 
gency is over and what can be done about 
it. 
It’s a hot issue and one that has many 
ramifications. It not only affects the pay 
envelope of the telephone workers but could 
involve the telephone customer through the 
rates he has to pay for the service he uses; 
and the telephone stockholder through the 
dividend he gets on his investment in the 
telephone business. 


Of course, the telephone business is a 
regulated public service agency, subject 
in its intrastate and interstate phases, 
respectively, to the control of the state 
commissions and the FCC. Hence wage 
increases can come only from four 
sources or a combination of them: (1) 
expanding service; (2) technical im- 
provements which lower operating costs ; 
(3) rate increases; (4) cutting the in- 
vestor’s return. 


NTIL 1941, Mr. Rohs stated, the re- 

lationship between the Bell system 
and its employees was considered a mod- 
el. As far back as 1919 the management 
of the Bell system negotiated with em- 
ployee groups under a so-called “Em- 
ployee Representation Plan.” This suc- 
ceeded an earlier plan, begun in 1913 for 
employee pensions, disability, and death 
benefits. The pension and disability plan 
provides payments to qualified employees 
up to one per cent of the average wages 
of their last or best ten years. 

During 1940 the weekly income for 
all Bell system employees averaged $37. 
This was more than 40 per cent above 
the $26 average of 1925. As between 
sexes, the 1940 average income was 
about $24.50 a week for women and 
$54.50 for men. 

With the advent of the Wagner Act, 
the little groups of employees function- 
ing under the Employee Representation 
Plan assumed a new status. And from 
them evolved the present telephone 
unions which represent Bell system em- 
ployees in every part of the United 
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States. The majority of the local boards 
are affiliated with the National Federa 
tion of Telephone Workers. None of 
them is affiliated with eithcr the CIQ 
or the AFL. None employs outside bar 
gaining agents or organizers. It is ap 
parently a telephone workers’ union—of 
by, and for telephone workers. Mr. Rohs 
gives a description of these typical unions 
as follows: 


Some typical union groups are the Unite 
Telephone Organizations in New York ci 
with some 12,000 members; Federation o 
Telephone Employees of Michigan with 
4,000 members; [Illinois Bell Telephone 
Traffic Employees Association of Chicago, 
7,000 members; Ohio Federation of Tele- 
phone Workers, 5,000 members; and the 
Southwestern Bell Telephone Company with 
16,000 members. 

There are only two companies within the 
Bell system where the unions embrace the 


Bell Telephone & Telegraph Company. 

Generally speaking there may be several 
unions in each company. One may represent 
plant employees, another traffic employees, 
and another commercial workers, and so on. 
Some day the unions hope to have one group 
for each company. Practically all nonsuper- 
visory long-lines employees are members of 
a union which is a national affair. They 
number more than 11,000. 

Officials of the various unions are all Bell 
system employees. They conduct negotia- 
tions without the aid of outside representa- 
tives with the occasional exception of their 
legal advisors. That is a characteristic they 
brought down with them from their func- 
tions prior to the Wagner Act. Members 
pay dues ranging from 50 cents monthly to 
a top of $2. Officers who negotiate are paid 
by the unions for the time they are away 
from company business for which time they 
are off the company payroll. 


In the entire AT&T system there are 
approximately 380,000 employees, or one 
for each two stockholders of the AT&T. 
Many of them own AT&T stock—about 
66,000—although in 1932 before the de- 
pression had bit deeply into employee 
assets, it was estimated that more than 
188,000 telephone employees were stock- 
holders. 


Nz. all of the Bell system employees 
are eligible for union membership. 


Some 60,000 are supervisory people. 
But about 85 per cent of the balance are 
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nembers of the many groups comprising 
¢lephone unions. These unions include 
the largest group of skilled and especially 
trained people in the country and as such 
they represent an upper standard in 
American labor society. A Bell system 
employee always regards his job as the 
best in the world or equal to the best in 
any given classification. That feeling is 
reflected in the attitude of the unions 
which have been careful to separate 
themselves from entangling affiliation 
with mass union movements. 

The AFL, however, is endeavoring to 
break into the Southern Telephone & 
Telegraph Company by attempting to re- 
move by force of litigation the Southern 
Association of Bell Telephone Employ- 
es as the collective bargaining agency. 
The AFL also has made some slight 
progress in Montana and Wisconsin. 

Concerning the question of wage dif- 
ferentials, which seems to be the bone 
of contention in the current Long Lines 
Workers’ dispute, Mr. Rohs concluded 
as follows : 


The matter of wages in the Bell system 
is pretty nearly a perpetual issue. By the 
time one question is settled with one group 
in one part of the country another comes up 
for attention elsewhere. That’s because the 
system covers the breadth of the country 
and because of the policy of having each 
division treat the matter locally. There is 
no universal wage policy because of varying 
economic conditions. 

It probably will be that way as long.as 
the present expansion in business of the 
system continues or until the present em- 
ployment trend and rising costs reverse 
their directions. 

As yet there is nothing too alarming 
about it from the standpoint of the Beil 
system investor or customer. The wage ad- 
vances that have been made so far are not 
much different than would have been made 
under the system in vogue prior to the ad- 
vent of the Wagner Act. Wage demands 
probably have been made with greater fre- 
quency—for instance New York Telephone 
recently granted a $1,300,000 pay boost fol- 
lowing a $1,500,000 rise early in the year. 
Over a 3-year period, however, the net re- 
sult of the present trend probably would 
not be much different than advances that 


would have been made in prosperous times 
prior to the Wagner Act. 


It is interesting to note that in agreeing 
to postpone its threatened strike on No- 
vember 24th, the Federation of Long 
Lines Telephone Workers did not insist 
upon the original contention that its 
wage controversy be certified to the Na- 
tional Defense Mediation Board. The 
desperate plight into which the Media- 
tion Board stumbled following the CIO 
boycott of it, as well as the mine workers’ 
controversy, served, ironically enough, 
to avert immediate trouble. 


RESIDENT Moran of the Long Lines 

Telephone Workers in his announce- 
ment gave as a major reason for post- 
poning the strike “the turmoil and con- 
fusion with respect to the present situa- 
tion in the National Defense Mediation 
Board resulting from the resignation of 
its CIO representatives.” As a matter of 
fact, Mr. Moran’s union gave every sign 
of reluctance actually to strike. Though 
it sought by a strike threat to press the 
government into a certification to the 
Mediation Board on the ground that the 
long-lines workers were, in ‘effect, de- 
‘fense workers, it now agrees to exempt 
most of the defense aspects of their work 
from the strike call. The Chief Signal 
Officer of the Army and of the Navy, 
the administrator of the Civil Aero- 
nautics Board, the national radio sys- 
tems, and the great press news services 
have all been assured by President 
Moran that vital services involving these 
agencies will not be affected. 

In addition, the long-lines workers 
have agreed from the first to abide by 
whatever decision might result from 
mediation of the controversy. No strike 
or threat to strike can be casually ap- 
plauded in times as grave as these. But 
it may be said of the long-lines workers 
to date that, all things being relative, 
they show a relative sense of responsi- 
bility lacking in many other unions. 
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Should Appearances before State Commissions 
Be Restricted? 


AST January the Washington Depart- 
ment of Public Service had under 
consideration the issuance of rules of 
practice and procedure. Lack of certain 
standards as to who may represent vari- 
ous parties of interest in the hearings 
before the department had given rise to 
a number of informal complaints. In a 
letter requesting an opinion of the state 
attorney general, Chairman Frederick G. 
Hamley, director of the Washington de- 
partment, stated: 

At the outset we believe that parties may 
represent themselves or be represented by 
attorneys-at-law. However, tariff agents, 
accountants, officers of corporations, repre- 
sentatives or officers of associations, and 
various other persons, have represented par- 
ties to proceedings. A serious question arises 
as to whether such representation before 
the department is proper in all cases. 


The result of this inquiry was an in- 
teresting opinion by Smith Troy, attor- 
ney general of Washington, bearing the 
date of September 17, 1941. The opinion 
conceded that the problem was not a 
simple one. The opinion stated : 

Regulation of “representative activity or 
practice” before administrative agencies 
poses several questions, such as (1) What 
is administrative law? (2) What acts are 
performed and what services are rendered 
by practitioners before administrative agen- 
cies? (3) Do administrative practitioners 
engage in the practice of law as the phrase is 
generally understood? (4) What agency or 
branch of government is the repository of 
the power to regulate and control (a) the 
legal profession and (b) the unauthorized 
practice of law? It is believed that some ob- 
servations respecting the indicated corollary 
questions will be helpful prefatory to the 
rendition of an opinion relative to your ex- 
plicit problem. 


E: ieor opinion went on with some dis- 
cussion as to the background and 
development of administrative law. Ad- 
ministrative agencies are certainly not 
new, but the number and scope of their 
activities have increased so enormously 
in recent years that “much of the busi- 
ness formerly handled before the courts 
is now transacted before administrative 
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agencies.” The opinion here quoted a 
excerpt from an article appearing in 2 
Missouri Law Review 313 (1937) a 
follows : 


No definite characterization of the ad 
ministrative tribunal would e 
necessary, however, to make it perfectly ob- 
vious that appearance before it in a repre- 
sentative capacity, for the purpose of secur- 
ing a determination of legal rights and 
duties on the part of the person represented, 
necessitating a knowledge of law and an 
ability to take the necessary steps properly 
to protect the legal interests of the party 
represented, involves the performance of 
functions which fall within the broad con- 
ception of the practice of law as understood 
at the present time .. . Rights are deter- 
mined in the first instance by the commis- 
sion, that determination is reviewed by the 
courts on writ of certiorari, and the record 
made before the commission constitutes the 
sole basis for the action of the court. It 
would seem, therefore, that the court’s in- 
herent power to regulate the practice of 
law, admittedly including all sorts of office 
practice as well as appearance in court, 
should include, without the aid of statute, 
the commission appearances involved in the 
Austin Case. (Emphasis supplied.) 


In the case of Clark v. Austin, 340 
Mo 467, 101 SW(2d) 977 (1937), 
three persons were charged by a com- 
mittee of the state bar association with 
contempt of court because they engaged 
in the practice of appearing before the 
Missouri Public Service Commission in 
matters involving the issuance of certifi- 
cates of public convenience and neces- 
sity. 

The court held such practice to be 
an unauthorized practice of law and that 
the persons involved were subject to 
punishment. 


Lo Washington attorney general’s 
opinion observed that the higher 
courts of that state were dependent upon 
the record made in commission proceed- 
ings in disposing of appeals and observed 
that, “While there may be some relaxa- 
tion of the rules of evidence due to the 
nature of the functions of the depart- 
ment of public service, yet in the main 
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tis guided by the same rules as are the 
wourts.” 

There is a conflict of opinion as to 
yhich department of government has the 
wer to regulate appearances. Some 
jold that this power belongs to the legis- 
ture exclusively. Some say it belongs to 
the courts exclusively. A third school of 
thought is to the effect that while the 
ubject is a judicial one by nature, the 
kgislature may prescribe reasonable 
regulations which do not encroach upon 
the power of the judiciary. Most state 
kgislatures have taken action along this 
ine from time to time without much op- 
position from the courts. 

The Washington department’s letter 
0 the attorney general had outlined 
deven categories embracing “the func- 
tions of the department of public serv- 
ce.” These were, in brief: (1) informal 
proceedings such as complaints, often ad- 
justed by conference without hearing; 
(2) emergency applications with “less 
than statutory notice”; (3) docket hear- 
ings involving modification of rate sched- 
ules without complete valuation; (4) 
hearings on general rules and regula- 
tions; (5) hearings on valuation, rates, 
service, and practices; (6) and (7) 
formal hearings on carrier certificate ap- 
jlications; (8) hearings on complaint 
against certificate holders; (9) repara- 
tion hearings; (10) grade-crossing mat- 
ters; (11) formal hearings on security 
issue matters. 

These eleven categories were more 
generally classified by the attorney gen- 
eral as (1) informal proceedings; (2) 
legislative functions; (3) judicial func- 
tions. In other words, informal functions 
might be conducted by means of corre- 
spondence or conferences without the 
necessity for the filing of pleadings or 
formal hearings. Legislative functions 
would include the making and fixing of 
rates for future application and the 
promulgation of rules having the effect 
of law. The judicial function would em- 
brace a proceeding not included in the 
first two major classifications, especial- 
ly all proceedings in which pleadings are 
filed, issued, or drawn and formal hear- 
ings held at which testimony is taken and 
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a record made upon which an order of 
the department is based and from which 
an appeal may be taken before a court. 


HE determination of the right of 

the department to regulate or re- 
strict representation before it in the per- 
formance of these three functions natur- 
ally depends to a considerable extent on 
local statutes. In the state of Washington 
the attorney general concluded that “only 
the parties in interest or attorneys may 
appear in connection with the adminis- 
trative functions of the department un- 
der a law relating to the filing of com- 
plaints or initiation of formal proceed- 
ings before the department.” Further- 
more, under a general statutory power 
to adopt rules to govern its pro- 
cedure, the Washington attorney general 
believed that the public service depart- 
ment of that state has the additional au- 
thority to control representative activity 
before it. 

General case law to the same effect 
from jurisdictions other than Wash- 
ington were cited as follows: People ex 
rel. Chicago Bar Association v. Good- 
man, 366 Ill 346, 8 NE(2d) 941 (1937), 
involving appearances under the Work- 
men’s Compensation Act before the state 
industrial commission; Goodman v. 
Beall, 130 Ohio State 427, 200 NE 470 
(1936) ; Shortz v. Farrell, 327 Pa 81, 
193 Atl 20 (1937) ; State v. Barlow, 131 
Neb 294, 268 NW 95 (1936). 

But what about representation before 
the department by “a member of a part- 
nership; (2) an officer, director, stock- 
holder, employee, or agent of a corpora- 
tion; (3) an officer, member, employee, 
or agent of an association? In the case 
of a partnership, appearance by one part- 
ner was believed by the Washington at- 
torney general to be essentially the same 
as an appearance in personam. 

The problem assumes a different com- 
plexion in the case of corporations. Cit- 
ing with approval Clark v. Austin 
(supra), the Washington attorney gen- 
eral held that because a corporation is 
not a natural person there is no right of 
appearance im personam in its behalf. 
Hence employees, officers, and so forth 
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must be qualified in any act of profes- 


sional representation they may under- 
take. This means that in legal matters 
a corporation must be_ represented 
through licensed attorneys. The same 
view was taken with respect to associa- 
tions and joint stock companies having 
power and privileges of corporations. 


B* way of conclusion, the Washing- 
ton attorney general’s opinion 
stated : 


Generally speaking, in view of the fore- 
going it is the considered opinion of this 
office that the department of public service, 
through the promulgation of rules and regu- 
lations, should control representative ac- 
tivity before that agency whether it relates 
to (1) informal functions, (2) legislative 
functions, or (3) judicial functions as here- 
inbefore classified. The promulgation of 
such rules and regulations would be based 
upon (a) the explicit grant of authority re- 
specting appearances at hearings “in person 
or by attorney” (contained in Rem. Rev. 
Stat., $ 10423), (b) the broad power to make 
general rules and regulations (sanctioned by 
Rem. Rev. Stat., § 10427), and (c) the in- 
ference (contained in Rem. Rev. Stat., 
(Supp) § 138-14), that no state administra- 
tive agency should permit or condone conduct 


prohibited by that statute. Naturally, in the 
promulgation of such rules and regulatior 

the agency should be guided by (1) the 
general principles of law and standards of 
reasonableness normally applicable to rule 


other jurisdictions indicative of the weight 
of legal authority definitive of what con- 
stitutes unauthorized practice of law. 
Specifically, the Washington depart- 
ment was advised that it should not per- 
mit laymen or nonmembers of the bar 
who are personally not parties in inter- 
est to engage in representative activities 
relating to judicial functions wherever 
(1) pleadings are filed, (2) a former 
hearing is held involving the taking of 
testimony, and (3) where there is to be 
the formulation of a record upon which 
an appeal may be taken to the courts. 
An exception to this general ruling 
was made “in those instances involving 
hearings held for the purpose of fixing 
rates for future applications wherein 
such representative activity as may be 
involved does not require a high degree 
of legal training, experience, and skill.” 
—F. X. W. 





FPC Report on Electric Power Growth 


HE Federal Power Commission on 

November 27th announced its pub- 
lication of a new 163-page report entitled 
“Electric Power Statistics, 1920-1940,” 
which presents for the first time for each 
state the complete series of data from 
1920 to 1940 on production of electric 
energy, capacity of generating plants, 
and consumption of fuel for the pro- 
duction of electric energy. Production 
and capacity data are given by class of 
ownership and type of prime mover for 
each state and each year of the period. 
Fuel consumption data are shown by 
states and by type of fuel used. 

For the years prior to 1920, the report 
states, no detailed annual figures on pro- 
duction of electric energy and capacity 
of generating plants are available. The 
new publication, therefore, covers the 
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entire period of continuous record. 
Available information for the years prior 
to 1920 is shown in an appendix to the 
report, beginning with the year 1902. 

The report, it was announced, would 
be sent subscribers to the commission’s 
recently inaugurated service entitled 
“Electric Power Statistics,” which is 
sold at $2 a year and combines 24 month- 
ly and 6 annual reports relating to elec- 
tric power in a convenient loose-leaf vol- 
ume. Individual copies of “Electric 
Power Statistics, 1920-1940,” desig- 
nated as publication FPC S-20, may be 
obtained from the Federal Power Com- 
mission at 25 cents each. 


co rapid expansion of the electric 
utility industry in the United States 
may be illustrated by comparing the 
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Courtesy, Publishers Syndicate 


“THIS MODEL HAS ALL THE LATEST FEATURES—OVEN HEAT CONTROL, 
AUTOMATIC LIGHTING CONTROL ... AND PRICE CONTROL!” 


144,984,565,000 kilowatt hours of elec- 
tric energy produced in 1940 with a total 
production of 43,334,282,000 kilowatt 
hours in 1920, an increase of more than 
200 per cent. Production by hydro plants 
alone in 1940, the report says, was in ex- 
cess of total production by all types of 
prime mover in 1920, and production by 
steam plants in 1940 was more than 
double the total production in 1920. 
Evidence of the rapid growth of the 
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industry during recent years is shown in 
the report by the fact that generation 
by steam in 1940 was equivalent to total 
production by all sources in 1929, the 
year of maximum production prior to 
the depression and one long regarded as 
outstanding from the standpoint of 
power production. Total production in 
1940, the report shows, was half again 
as great as in 1929. 

From 1920 to 1930 total production 
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increased approximately 120 per cent, 
the report states, and from 1930 to 1940 
the increase was approximately 50 per 
cent. While the percentage rate of 
growth during the earlier period was 
considerably greater than during the 
latter, the report continues, the absolute 
growth was about equal for both periods, 
being about 51,000,000 kilowatt hours 
during the 1920-1930 period and about 
50,000,000 kilowatt hours during the 
1930-1940 period. 

The capacity of all types of generating 
equipment in service at the end of 1940 
was 41,638,956 kilowatts, or nearly 
three times the 14,372,009 kilowatts re- 
ported in service on December 31, 1920, 
the report shows. 

The relative proportion of each type 
of generating plant to total installed 
capacity remained about the same over 
the entire 20-year period, the report 
states, adding that with only minor 
fluctuations fuel capacity has represented 
slightly in excess of 70 per cent of total 
installed capacity and hydro capacity 
slightly less than 30 per cent in each 
year from 1920 to 1940. 


HE following table, condensed from 

the report, shows the capacity in 
kilowatts of electric generating plants 
of all classes of ownership in the United 
States by type of prime mover for 5-year 
intervals beginning with 1920: 


Int. 
Year Hydro Steam Comb. Total 


1920 3,786,595 10,490,944 94,470 14,372,009 
1925 6,158,849 17,166,846 186,305 23,512,000 
1930 8,941,020 24,695,862 418,437 34,055,319 
1935 9,795,138 25,708,209 571,095 36,074,442 
1940 11,675,300 29,019,102 944,554 41,638,956 


The capacity of privately owned elec- 
tric generating plants at the end of 1940 
totaled 35,500,651 kilowatts as compared 
with 13,680,730 kilowatts in 1920, the 
report shows, and the capacity of pub- 
licly owned generating plants rose from 
691,279 kilowatts in 1920 to 6,138,305 
kilowatts at the end of 1940, 

The consumption of all types of coal 
for the production of electric energy in 
1940 reached an all-time high of 53,- 
398,131 tons as compared with 42,937,- 
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537 tons in 1920, the report states. The 
minimum consumption during the peri- 
od occurred in 1932, when 30,296,062 
tons were burned. 

The consumption of oil for the pro- 
duction of electric energy increased 60.3 
per cent during the 20-year period, the 
report states, 1940 consumption totaling 
16,771,809 barrels as against 10,465,506 
barrels in 1920. Oil consumption has 
considerably varied during the period, 
the report says, from a low of 6,784,260 
barrels in 1927 to a high of 17,423,456 
barrels in 1939. 

The consumption of gas has increased 
more than any other type of fuel used in 
the production of electric energy during 
the past twenty years, the report says, 
the consumption in 1940 being more 
than eight times that of 1920. The lowest 
consumption is for the year 1920 and 
the highest was recorded during 1939, 
when 191,130,940 mcr were used. The 
following table, condensed from the re- 
port, shows the consumption of fuel for 
the production of electric energy by all 
classes of ownership for 5-year intervals 
beginning with the year 1920. The fig- 
ures in the table for coal include bitu- | 
minous, anthracite, lignite, and coke, and 
the figures for oil include crude oil and 
gasoline. Those for gas include both 
manufactured and natural gas: 


Oil Gas 
(Barrels) (Mcr) 
10,465,506 21,861,339 
10,263,661 46,526,269 

9,263,078 120,296,598 
11,393,387 125,238,742 
16,771,809 183,157,400 


Coal 
Year (Short tons) 


1920 
1925 
1930 
1935 
1940 


42,937,537 
40,217,466 
42,909,898 
34,807,263 
53,398,131 


HE report points out that although 

the amount of electric energy gen- 
erated by fuel increased very rapidly 
during the 20-year period, this increase 
was not accompanied by an equivalent 
increase in the amount of coal consumed 
for electric generation. This condition, 
the report explains, was caused predom- 
inantly by the remarkable increase in the 
efficiency of coal-burning plants during 
the period and to a lesser extent by the 
relatively more rapid increase in the con- 
sumption of natural gas and oil for pow- 
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the report, shows the coal rate for 1920 





tates. The fim tf production. This may be illustrated, 
the perj. i the report says, by the fact that although and each 5-year interval to date. The 
0,296,062 fim production of electric energy by fuel coal rate is computed by dividing the 
generation in 1930 was some 35,000,- total equivalent pounds of coal consumed 
the pro. fi 000,000 kilowatt hours more than in each year by the corresponding total 
ased 60,3 fag 1920 (27,000,000,000 kilowatt hours in generation by fuel, excluding that energy 
riod, the fam 1920 as against 62,000,000,000 kilowatt generated by wood and waste fuel : 
n totalin hours in 1930), the consumption of coal 
0,465,506 in 1930 was actually slightly lower than — - 
tion has MM 1920 consumption, as shown in the table Kilowatt Hour 
e period, fon page 838. While the efficiency of 
5,784,260 Mm steam plants continued to improve dur- 
’,423,456 Mm ing the period 1930-1940, the report con- 
tinues, improvement was at a slower rate, 
ncreased production by fuel for 1940 being some 
1 used in 34,000,000,000 kilowatt hours more than The new report is not available for 
y during §@ 1930 accompanied by an increase in coal free distribution but is sold at 25 cents 
ort says, fm consumption of 10,000,000 tons. a copy by the Federal Power Commis- 
1g more The following table, condensed from sion only. 
ie lowest 
920 and 
ig 1939, is ce 
ed, The Notes on Recent Publications 
the re- 
fuel for CONSERVATION OF MATERIALS FOR DEFENSE ciples are also discussed in plain nontechni- 
y by all Wirinc. By H. R. Stevenson and O. K. cal language. : ; ; 
ntervals Coleman. Edison Electric Institute Bulletin. Some of the details concerning antisab- 
Phe fe- November, 1941. otage installations are necessarily of a 
ng secret nature, but the same engineering 
le bitu- Tae INDEPENDENT REGULATORY CoMMISSIONS. service which Worner Products Corpora- 
ke, and By Robert E. Cushman. 1941. Oxford Uni- tion has furnished to the United States 
oil and versity Press, New York, N. Y. Pp. xiv, 780. government defense projects is available to 
| Price, $5. ‘others who are less directly connected with 
e both the defense program. Engineering depart- 


ments, research departments, production, 
safety, and maintenance engineers will find 
this booklet a handy source of practical in- 
formation. 


Puoto-ELectric CoNTROL, a supplementary 

text in booklet form. Fifty cents per copy. 

Gas Worner Products Corporation, 1019 West 
Mcr) Lake Street, Chicago, Ill. 

861,339 More goods, more quickly, and more safe- 


ly is the urge that drives all defense indus- Trarric ENGINEERING HanpBoox. Edited by 


tries, and the application of photo-electric 
control devices serves these ends. This has 
caused a great demand for information on 
photo-electric controls. Interdependence of 
every manufacturer on a number of other 
manufacturers knits the whole industrial 
system into a unit so that practically every 
factory is a part of the defense system. 
Every factory has its individual problems in 
speeding production, providing personal 
safety, protecting against sabotage, improv- 
ing illumination, counting products, and a 
host of other industrial modernization needs. 

Most books on the subject of photo-elec- 
tric cells are quite scientific or at least aca- 
demic in their purpose. “Photo-Electric Con- 
trol,” published by Worner Products Corpo- 
ration, is a simple exposition of the prac- 
tical applications of photo-electric equip- 


ment to practical problems and, present-day 


needs. In it the underlying operating prin- 
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Harold F. Hammond and Leslie J. Sorenson. 
Published by Institute of Traffic Engineers 
and National Conservation Bureau, New 
York, N. Y. 1941. Pp. 320. 


Votinc RIGHTS OF PREFERRED STOCKHOLDERS 


UNDER THE Pusiic Utitity Hoipinc Com- 
PANY Act oF 1935. The Yale Law Journal. 
November, 1941. 


Wuat’s A Goop INVESTMENT? By G. V. Rous- 


sille. Barron’s Publishing Co., Inc. New 
York, N. Y. 1940. 

This book entertains even while it in- 
structs in the fundamentals necessary to in- 
telligent buying and selling of stocks and 
bonds. Even the experienced investor will 
notice a number of pointers on the particular 
things to look for in a good security which 
he may not know or has forgotten. 
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REA Has Copper Shortage 


Nn Office of Production Management offi- 

cial asked the Federal Power Commis- 

sion recently to investigate complaints that 

private power companies, drawing on reserve 

stocks of copper, were building “spite lines” 

paralleling operations planned by rural elec- 
tric cooperatives. 

J. A. Krug, chief of the OPM power branch, 
told a House appropriations subcommittee 
that if the commission found such lines were 
being built by private companies, measures 
should be taken to halt them. 

Harry Slattery, Rural Electrification Ad- 
ministration Administrator, had previously 
told the committee that construction by REA 
cooperatives was being sharply curtailed for 
want of copper. 

Krug said the OPM and the FPC were mak- 
ing an inventory of copper supplies. 

Representative Thomas D. Winter, Repub- 
lican of Kansas, in a speech on the House 
floor on December Ist, demanded an investiga- 
tion of copper hoarding by the Rural Electri- 
fication Administration. Three Texas Demo- 
crats later told Vice President Henry A. Wal- 
lace, chairman of the Supply Priorities and 
Allocations Board, that they were against the 
allotment of one pound of copper to the REA 
until all defense needs had been taken care of. 
After that, they advocated allocation on an 
equality basis to public and private power 
groups. 

Representative Winter said that down in 
the cotton fields of east Texas lie millions upon 
millions of pounds of badly needed national 
defense copper, dumped there by the REA, 
and hoarded by it for use in a campaign de- 
signed to destroy private industry. He said it 
was in the form of heavy cable of three and 
seven strands to be used at some future date 
as high-tension transmission lines to service 
existing electric power codperatives whose 
members are already receiving electric current. 


Gas Line Probe Sought 


| gg sone he George A. Dondero, Repub- 
lican of Michigan, last month requested 
the House Judiciary Committee to investigate 
reports that foreign interests sought control 
of public utilities in the United States. He 
wrote Chairman Hatton Sumners that his re- 
quest was based on recent statements by Rep- 
resentative Voorhis of California. 
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Dondero said, in a statement placed in the 
Congressional Record, that Mr. Voorhis had § 
brought to the House’s attention “a report that 
alien utility interests may be seeking control 
of the only natural gas pipe line connecting 
the East and the Middle West to the prolific 
gas fields of the Southwest. He referred to the 
foreign group as ‘Sofina’ and to the pipe-line 
system as the ‘Panhandle Eastern.’ ” 

Dondero suggested that agents of Sofina in 
this country be subpoenaed to appear before 
the committee. 


Public Power for Aluminum 


"hae emergency was recently reported to 
have opened a new door for public power. 
Steam-generating facilities now to be con- 
structed by the government for defense pro- 
duction shall forever be barred from private 
operation. Such, at least, was said to be the 
intention of President Roosevelt. However, it 
will be within the power of a future Congress 
to reverse the policy. 

The President’s purpose was revealed in 
connection with the selection, after months of 
political maneuvering, of a location for the 
new government-owned aluminum plant (to 
be operated by the Aluminum Company of 
America under a 5-year lease) to be con- 
structed in Arkansas. The site will be between 
Malvern and Hot Springs—to the discom- 
fiture of Camden, Arkansas, citizens who 
thought they were to be favored with the loca- 
tion. The plant will have an annual capacity of 
128,000,000 pounds of aluminum and will cost 
approximately $33,000,000, including power fa- 
cilities. The money will be advanced by the 
RFC’s Defense Plant Corporation. Construc- 
tion of the plant is being undertaken on the 
recommendation of the Office of Production 
Management. 

Pending construction of the power plant, 
privately owned utilities were said to be pre- 
paring to pool their resources from Omaha 
to New Orleans to furnish power for initial 
operations at the aluminum plant. The utili- 
ties will spend, about $2,000,000 to build 265 
miles of high-tension lines leading like spokes 
of a wagon wheel to the Hot Springs area. 
Arkansas Power & Light facilities will form 
the hub. ; 

A White House note to Representative Ellis 
of Arkansas said that instructions would be 
issued to the DPC that “this plant cannot at 
any time in the future be transferred to pri- 
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vate ownership.” Mr. Ellis also made public 
3 letter from Federal Loan Administrator 
Jesse Jones, saying he had “requested” that 
the power plant “be later tied in with the rural 
dectrification program.” 


Senate OK’s Water Diversion 
Pact 


HE Senate on November 27th ratified a 
| teal treaty with Canada permitting the 
diversion for power purposes of additional 
water from the Niagara river. The treaty had 
been returned to the Foreign Relations Com- 
mittee after several Senators said the language 
of the agreement might be construed as giv- 
ing sanction to development of the St. Law- 
rence seaway and power project. 

Chairman Connally of the Foreign Relations 
group said there was no foundation for this 
view, but agreed that the treaty might go back 
to his committee. 

Senator Vandenberg said he could not see 
how the treaty would affect the St. Lawrence 
waterway project directly or indirectly, but 
Senator Clark of Missouri asserted that “it 
might be regarded as giving treaty authoriza- 
tion for the St. Lawrence.” 

Under the Niagara agreement, an additional 
7500 cubic feet a second can be drawn on the 
United States side of the river and an addi- 
ig 6,000 cubic feet a second on the Canadian 
side. 

The treaty would extend to October 1, 1942, 
unless the defense emergency has been ended 
sooner. 


Senator Norris of Nebraska criticized his , 


colleagues for not acting on the proposal im- 
mediately instead of “hesitating and splitting 
hairs.’ Mr. Norris termed the proposal “vital 
to our national defense’ and said “we are 
foolish for delaying even for an hour.” 


Public Power Group Formed 


Cae of the American Public 
Power Association to coérdinate particu- 
larly interests of municipal and codperative 
light and, power utilities was announced re- 
cently by James D. Donovan, its president. 

Donovan said the association, chartered in 
the District of Columbia and with headquar- 
ters in Washington, would be nonprofit, non- 
political, with a potential membership of 3,000 
municipal light plants, 800 rural electrifica- 
tion cooperatives, and numerous state and Fed- 
eral public power systems. 

The association’s field, as set out in the 
charter, will be to supply service in matters 
of management, operation, engineering, design, 
construction, research, and legal policy. “Mat- 
ters of national defense and relations with the 
Federal government with regard to national 
defense,” the incorporation papers read, “shall 
have priority over all other services rendered.” 

E. F. Scattergood, Los Angeles, is vice presi- 
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dent. Directors include E. R. Hoffman, Seattle, 
superintendent of City Light, and Robert Beck, 
Aberdeen, Grays Harbor county, Wadington. 


National Grange Meets 


eas National Grange, meeting last month 
at Worcester, Massachusetts, called on 
Congress to take immediate steps “to prevent 
and prohibit all strikes which would retard 
progress of defense industries.” A resolution 
urging such action declared strikes in defense 
industries to be “detrimental to the national 
welfare” and to be “undermining public 
morale.” 

Copies of the resolution were sent to Presi- 
dent Roosevelt, Vice President Wallace, and 
Speaker Rayburn. The grange, through Louis 
J. Taber, its retiring master, challenged labor, 
industry, and finance to join agriculture in a 
program of unlimited production. 

The grange also called upon Congress to 
eliminate “all unnecessary nondefense expendi- 
tures.” Other resolutions included one favoring 
a one-man administrator for the Columbia 
Valley Power Authority in the Pacific North- 
west and for legislative authority empowering 
that agency to purchase private power compa- 
nies in its territory and resell them to public 
agencies. 

The grange declared the maintenance of a 
free press and free systems of radio network 
broadcasting to be vital to the nation’s future. 
The resolution condemned “attempted inter- 
ference with network broadcasting by the Fed- 
eral government,” and asked Congress to make 
a complete investigation “of the threats to a 
free press and free radio with a view to de- 
termining if new legislation be needed on ac- 
count of changing conditions.” 


FWA Head Named 


P sient Roosevelt on November 21st 
nominated Brigadier General Philip B. 
Fleming to succeed John M. Carmody as Fed- 
eral Works Administrator. General Fleming, 
who had been serving as Wages and Hours 
Administrator, was previously assistant to 
Secretary Ickes in the Public Works Adminis- 
tration. 

Mr. Carmody resigned recently as Federal 
Works Administrator, giving ill health as a 
reason, and was named a member of the Mari- 
time Commission. Baird Snyder, deputy ad- 
ministrator, became acting Wage-Hour Ad- 
ministrator following the transfer of General 
Fleming. 


Columbia Power Bill 


BILL (HR 6076) to create a Columbia 
A Power Authority in the Pacific North- 
west to be entirely under control of the In- 
terior Department was introduced last month 
by Representative Hill, Democrat of Wash- 
ington. 
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Hill said the bill was drawn by the Budget 
Bureau at the direction of President Roose- 
velt and that he introduced it at the request of 
Interior Secretary Ickes. He said his intro- 
duction of the measure was not to be accepted 
as indicating that he approved it but only that 
he hoped to get the facts in the situation be- 
fore a house committee. 

The measure, he said, would not provide a 
ceiling on power rates or irrigation rates and 
would not provide for collective bargaining by 
the employees of the authority which would 
control the power output of Bonneville and. 
Grand Coulee dams on the Columbia river in 
Washington and Oregon. 


Eastern Power Shortage Seen 


i > Office of Production Management on 
November 24th announced it anticipated 
a general power shortage next fall in most 
defense areas east of the Mississippi river. 
Officials believe it will necessitate rationing 
of civilian power supplies. 

While general shortages are not expected to 
develop until fall, OPM power officials said 
additional heavy power loads for defense in- 
dustries may force winter, spring, and sum- 
mer curtailment programs in some areas. They 
said upper New York state and St. Louis, 
Missouri, areas are most likely to feel the 
effect of a power pooling and rationing pro- 
gram before next fall. Federal Power Com- 
mission officials said that 14 out of 24 supply 
areas east of the Mississippi face power cur- 
tailment programs next year. 

“The only important power surplus east of 
the Mississippi next year,” an FPC official 
said, “will be in the New York city area— 
— that will have to be sent upstate to Buf- 

alo. 


Reclamation Bureau Reports 


A REPORT of increased power installations on 
reclamation developments during the last 
fiscal year and prospects of even greater ca- 
pacities was made last month by John C. Page, 
Reclamation Commissioner, to Secretary of 
the Interior Ickes. 

Page cited the beginning of operations of 
four new power plants on reclamation projects 
during the year ended last June 30th. He also 


stated that installation of generating equip- 
ment was being rushed in order to double the 
existing capacity by 1943, that one new power 
development was authorized, and that a list 
of fifty power possibilities had been submitted 
to Congress. (See also FPC report, page 836, 
this issue.) 


Safe Harbor Rate Reversed 


= U. S. Circuit Court of Appeals re- 
cently upset the Federal Power Commis- 
sion order directing the Safe Harbor Water 
Power Company to reduce its wholesale power 
rates by $350,000 a year. The opinion was writ- 
ten by Justice John Biggs, Jr., a Roosevelt ap- 
pointee, and was the first rate case involving 
a hydroelectric project licensed by the FPC. 

The opinion turned on the ability of the 
Pennsylvania and Maryland utility commis- 
sions “codperatively” to fix the wholesale rates 
of such projects as Safe Harbor. 

Judge Biggs pointed out that there was no 
evidence that the two state commissions had 
been unable to act codperatively in this in- 
stance. The Safe Harbor Company operates 
a hydroelectric plant on the Susquehanna 
river in Pennsylvania. The plant is owned 
jointly by the Consolidated Gas, Electric Light 
& Power Company of Baltimore (which buys 
two-thirds of the output) and the Pennsylvania 
Water Power Company (which takes the re- 
mainder). 

The FPC order had reduced the wholesale 
rate so as to produce a return of 6 per cent 
on what the commission decided was the com- 
pany’s net investment in the project. 


OPM Lifts Power Restrictions 


HE Office of Production Management on 
December 5th lifted all restrictions on 
power use in the Southeast, including the 
blackout and the freezing of industrial con- 
sumption of power at September levels. 
The action was made possible as a result 
of heavy general rains throughout the South- 
east on December 4th. ip 
Donald M. Nelson, director of priorities, 
announced, however, that it would be neces- 
sary to continue, at least for December, the 13- 
state power pool which helped safeguard 
power supplies in the Southeast. 


Arkansas 


Gas Rate Assailed 


HE state utilities commission asked the 

Federal Power Commission last month to 
investigate the “unreasonably discriminatory, 
exorbitant, and unlawful” rates on gas sold by 
the Memphis Natural Gas Company to the 
Arkansas Power & Light Company for resale 
to five Arkansas towns. The towns are Mc- 
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Gehee, Lake Village, Dermott, Eudora, and 
Wilmot. 

The complaint asked the Federal agency to 
determine reasonable rates. A state commis- 
sion order disclosed that the contract for spe- 
cial employment of P. A. Lasley, Little Rock 
lawyer, to represent the department in this 
case had been continued. The order said that 
the Memphis Company's gas is transported 
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through Arkansas from Louisiana. It said the 
rate charged to the AP&L exceeded the rate 
for which other gas companies in Arkansas 
produce gas in the same general area and trans- 
port it much longer distances. 


The rate to the AP&L, the commission said, 
is 36% cents per thousand cubic feet for the 
first 3,000 cubic feet sold each customer each 
month; 31 cents for the next 7,000; and 29 
cents for all in excess of 10,000 each month. 


California 


Seek Raker Act Amendment 


wo additional steps were taken last month 

in San Francisco to advance proposed leg- 
jslation to amend the Raker Act and remove 
restrictions against the city in the disposal of 
hydroelectric power generated at Hetch 
Hetchy. 

Developments were (1) appointment of an 
executive committee to head a citizens’ delega- 
tion to Washington in mid-January, when con- 
gressional committee hearings will be held on 
the proposed amendment; (2) adoption by the 
board of supervisors of a resolution calling 
upon the state’s two Senators and San Fran- 
cisco’s two Representatives to initiate the nec- 
essary legislation in their respective houses of 
Congress. 

Named on the executive committee, follow- 
ing a conference in Mayor Rossi’s office, were 
Henry Grady, president of the American Presi- 
dent Lines; Harry Brawner, vice president, 
W. P. Fuller Company; Wakefield Baker, 
president, Baker-Hamilton Company; and 
Walter Haas, president of the San Francisco 
Chamber of Commerce. 

They will assist J. Ward Mailliard, who had 


been previously selected as chairman of the ' 


newly authorized citizens’ committee. 

The groups seeking amendment of the Raker 
Act were recently surprised to learn from 
Washington press dispatches that a subcom- 
mittee of the House Public Lands Committee 
planned to hold, “hearings” on the matter in 
San Francisco on December 8th and 9th. Im- 
mediate reaction was that the case for amend- 
ment would have to be presented before the 
entire Public Lands Committee, which has 
scheduled a hearing in Washington on Janu- 
ary 15th. 


Gas Priorities Granted 


HE state railroad commission stepped in 
November 27th to defend the householder. 
It insisted defense industries should not 
squeeze in between the citizen and the gas 
supply for heating homes. The commission or- 


dered gas companies to enforce strictly their 
gas shut-off rules. 

The rules require that domestic customers 
be given prior claim on available natural gas 
—that industrial plants using “surplus” over 
home and commercial supply must shut off 
their gas when ordered. Domestic and com- 
mercial users pay a higher rate for the service 
priority. 

The commission also ordered gas companies 
to take no new “surplus” customers unless the 
industrial users first set up stand-by fuel fa- 
cilities. Any plant using “surplus” gas that in- 
sists on service when the full load is required 
for homes and offices, after being ordered to 
shut off, must be cut off entirely, the commis- 
sion ruled. Nor can it be put back on the cus- 
tomer list until it provides stand-by facilities, 
or gets special approval from the commission. 

Behind the action was the usual seasonal 
shortage of gas for industry. But this year the 
shortage was said to be unprecedented because 
of the defense work. 


AFL Removes Threat 


HREATS of a complete halt of work on 

Shasta and Keswick dams, vital units of 
the $250,000,000 Central Valley project, were 
ended recently when AFL operating engineers 
returned to work on the Columbia Construc- 
tion Company’s sand and gravel plant. The 
plant, only source of aggregates for concrete 
pouring on the huge Shasta dam and the small- 
er Keswick control dam, was closed on No- 
vember 21st by a walkout of sixty-five operat- 
ing engineers in protest against working con- 
ditions. 

Pouring was stopped on Keswick, and 
Shasta dam officials said there was only a two 
or three days’ supply of sand and gravel, but 
aggregate production was resumed when the 
AFL ordered the men back to work pending 
negotiation of union claims that job classifica- 
tions were being ignored. 

Had the walkout continued, at least 2,700 
men would have been thrown out of work 
when the supply of sand and gravel gave out. 


Georgia 
the first ten months of this year, Chairman 
Walter R. McDonald, of the state public serv- 
ice commission, said, recently. ; 

In a report to the governor, he said, “This 
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Commission Reports Saving 


eee reductions saving customers of Georgia 
utilities $536,078 annually were effected in 
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does not reflect any savings realized this year, 
due to rate reductions placed into effect prior 
to January 1, 1941.” Principal savings listed 
were: 

Applications of residential and commercial 
inducement rates of the Georgia Power Com- 
pany—$205,000. 

Lowered rates on Georgia Power Company 
sales to rural electric coOperatives and mu- 
nicipal plants—$174,968. 

Like reductions by the Georgia Power & 
Light Company—$6,247. 

Reduction of long-distance telephone rates 


and elimination of report charges for incom- 
pleted calls—$117,000. 

Lowered commercial rates by the Georgia 
Power & Light Company—$18,443. 

Chairman McDonald pointed, out these and 
other smaller savings for customers despite 
“rising prices and costs and increasing taxes,” 
He said the commission had authorized issu- 
ance of securities with a par value of $122,. 


Almost all of these were refunding issues 
and enabled utilities to save on interest charges, 
he said. 


Illinois 


Franchise Rule Upheld 


HE state supreme court recently upheld 

the right of municipalities to compel pub- 
lic utilities to remove power equipment from 
city streets at the expiration of utility fran- 
chises. 

In a 5-to-2 decision, the court upheld the 
right of the villages of Geneseo and Hey- 
worth to terminate the franchises of the IIli- 
nois Northern Utilities Company and the Cen- 
tral Illinois Electric & Gas Company. The 
opinion reversed the circuit courts of Henry 


and McLean counties and marked, the second 
time the state supreme court has so ruled on 
the question. 

The court held that the state commerce com- 
mission has no power to regulate the use by 
utilities of municipal streets. Previously, the 
commission had assumed this power. “No 
language, specific or otherwise,” the opinion 
said, “is found in the statute giving the com- 
merce commission power or authority to su- 
perintend, regulate, or control the streets of 
a city, or suspend its power to license or pro- 
hibit the occupancy thereof.” 


Kansas 


Utilities Change Hands 


HE Kansas Utilities Company properties at 
Fort Scott, Paola, Humboldt, Yates Cen- 
ter, and Pleasanton were sold last month to 


the United Light & Power Company. The 
Community Power & Light Company sold the 
properties to carry out instructions of the 
Securities and Exchange Commission to dis- 
integrate scattered holdings. 


Kentucky 


Permits for Power Plants 


HE state public service commission, fol- 

lowing a hearing on application of Ken- 
tucky Utilities for a $4,000,000 plant at Tyrone, 
recently announced it would issue permits for 
construction of $8,000,000 worth of new elec- 
tric generating facilities in Kentucky. 

The second project is a $4,000,000 enlarge- 
ment of the Hazard plant of Kentucky-West 
Virginia Power Company, John Kirtley, chair- 
man of the commission, said. 

The two projects will add 55,000 kilowatts 
to the state’s present generating capacity. The 
plant at Tyrone will be designed for original 
output of 25,000 kilowatts, while the plant at 
Hazard will be expanded from present capac- 
ity of around 10,000 kilowatts to 40,000 kilo- 
watts. The Tyrone plant, however, would be 
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built with the view of doubling its capacity 
eventually if the need arises. Surplus power 
thus generated will be available to the TVA 
system through a 154,000-volt transmission 
line, costing $1,000,000, that is being con- 
structed from Hazard to the Kentucky Utili- 
ties plant near Pineville. 


Exchange Line Planned 


TS first step in the proposed construction 
of a $3,850,000 power line by the Louisville 
Gas & Electric Company to help feed current 
into the network of the Tennessee Valley Au- 
thority, was taken on December 2nd when an 
LG&E subsidiary was incorporated. —_ 
The subsidiary, chartered as the Louisville 
Transmission Corporation, was capitalized at 
$10,000, with a debt limit of $10,000,000. 
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Maryland 


Increased Taxi Fares Sought 


oHN C. Masson, chief auditor of the state 
J public service commission, was recently re- 
ported reviewing revenues and expenses of six 
Baltimore taxicab companies which have asked 
commission permission to make an increase 
in fares. 

A commission spokesman said the attitude 
of the commission toward the companies’ pro- 


» 


posal would “largely be determined by the re- 
sults of the survey.” 

The companies filed notice November 15th 
of intent to reduce the length of the ride and 
provided for an initial 25-cent charge from 
24 miles to 2 miles. They asked that it be made 
effective December 15th, but the spokesman 
said the commission was not expected to waive 
the statutory 30-day limit required after com- 
mission action. 


Minnesota 


New Gas Pipe Line 


oRK was scheduled to begin about De- 

cember Ist on installation of a new pipe 
line intended to bring natural gas into St. 
Paul, G. O. House, general manager of the 
Northern States Power Company, announced 
on November 21st. 

The city council granted permission for in- 
stallation of the mains, but had not granted 
the company an amendment to its operating 
permit which would allow it to bring in the 
natural gas. 

A branch of the line will connect with the 
Northern States Power Company, high bridge 
electric plant, and the line through which it 


is proposed to serve industries with natural 
gas will go on several streets to the south end 
of St. Albans, thence northward to St. Albans 
and St. Anthony. 

A schedule of industrial rates for natural 
gas service was filed by the Northern States 
Power Company on November 24th after a 
conference with the city utilities commission. 
The rates ranged from a minimum of $300 a 
month for users of a million cubic feet or 
less to 17.9 cents a thousand cubic feet for 
more than thirty million cubic feet a month. 

Company officials asked that the schedule 
be incorporated in the permit to distribute the 
gas, which was to be drawn up by the utili- 
ties committee for presentation to the council. 


Mississipp1 


Proposed Franchise Defeated 


T= Mississippi Power & Light Company 
on November 25th asked for a recount as 
complete official figures showed a proposed 
25-year electric franchise for Jackson had 
been defeated, by 60 votes in a special election 
held November 24th. The vote was 2,919 for 
and 2,979 against. 

The city administration had asked voters to 
support the franchise, continuing present elec- 
tric rates, as part of a compromise agreement 
involving gas rates. The company sought sev- 
eral months ago to raise these on the ground 
that the Jackson gas field no longer was ade- 
quate to supply the city’s needs. The city con- 
tested the raise in court and finally by or- 


dinance established compromise gas rates to 
become effective November 25th without the 
necessity of a popular vote on the fuel charges. 

However, a citizens’ committee has asked 
for repeal of this ordinance, which in effect 
would restore the entire rate situation to the 
status which existed before the compromise 
and possibly revive the litigation. 

A state attorney general’s opinion on No- 
vember 22nd held that an ordinance of the 
Jackson city commission fixing new gas rates 
was not subject to a referendum election. A 
group of citizens had circulated petitions ask- 
ing that the new higher rates, set after nego- 
tiations with the Mississippi Power & Light 
Company on the ground that the natural gas 
field near Jackson was depleted, be voted on. 


Missouri 


Court Orders Fund Paid 


j= Sam C. Blair of Cole County Cir- 
cuit Court on November 28th ruled that 


domestic and commercial gas customers of 
the Laclede Gas Light Company of St. Louis 
were entitled to refunds in full of the $1,479,- 
301 in excess rates impounded, by court order, 
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during several years of litigation over the 
Laclede Company’s 1934 rate and valuation 
case. This ruling was said to mean a complete 
victory for the city of St. Louis in resisting 
ee claim of the company to the impounded 
und. 

The court directed that machinery to return 
the refunds to the gas users, without cost to 
them or the fund, be set in motion as soon as 
possible after December 31st of this year. The 
fund now is deposited, under circuit court or- 
der, in the Central Missouri Trust Company 
of Jefferson City. 

Judge Blair held that $1,479,301 of im- 
pounded funds “always belonged and does now 


belong to the consumers of gas in the city of 
St. Louis, in the proportion that each con- 
sumer contributed to the fund. The Laclede 
Gas Light Company has never had and has 
not now any right, title, or interest in or to 
the same.” 

The fund was impounded in the circuit court 
during litigation over an order by the Mis- 
souri Public Service Commission in the 1934 
rate and valuation case, which fixed the rate- 
making valuation of the gas company at $39,- 
000,000, held the company was entitled to a 
return of 64 per cent on that valuation, and 
directed the company to make a reduction of 
6 per cent in domestic and commercial rates. 


Nebraska 


Plan Power Plant Purchase 


Oe igvewe F. E. Ziegenbein of Nebraska City 

recently predicted the city would be able 
to work out a method of buying utility prop- 
erties there now operated by the Consumers 
Public Power District. He said city officials 
discussed with officers of Consumers District 
at Columbus the possibility of developing a 
lease-purchase plan or perhaps forming a new 
public power district to take over properties 
in the Nebraska City area. 

C. B. Fricke, Consumers president, assured 
the Nebraska City men the district would co- 
Operate in any plan developed by the munici- 
pality. 

It was reported that city officials planned to 
bid nearly $1,000,000 for purchase of the city’s 
electric plant from the district. Earlier this 
year the city purchased the local gas and water 
utilities from Consumers for $225,000. 


Tells of Idle Power 


[gy was pictured last month for the 
House committee investigating defense 
migration as a state with 100,000 kilowatts of 
surplus power unused while thousands left the 
land for jobs in defense industries far from 
home. J. W. Creighton, Hastings College presi- 
dent, said many families who migrated dur- 
ing the drought “were the natural failures,” 
but “those leaving now are the more superior 
individuals whose natural and acquired abili- 
ties are relatively great.” 

The spectacle of idle kilowatts on the plains 
while some parts of the country faced power 


shortages was presented by George A. John- 
son, general manager of the Central Nebraska 
(Tri-County) public power and _ irrigation 
project. He said the state’s public power hook- 
up of hydroelectric projects and former pri- 
vate utilities had a surplus of 100,000 kilo- 
watts, or 133,040 horsepower. Many steam 
power-generating plants are idle, he reported. 


Trucks for Small Shipments 


F geese was granted by the state railway 

commission last month to the Burlington, 
Northwestern and Missouri Pacific railroads 
to put into effect on one day’s notice motor 
carrier service for handling less than carload 
shipments as a substitute for actually avail- 
able service by rail between. points in Ne- 
braska., 

Commercial truckers had opposed the grant 
of such authority until there had been achieved 
a parity of rates between rail and truck hauls, 
but the railroads had insisted that the freight 
cars that this would release for shipments in 
connection with the defense program were an 
important element at the present time, and 
after two hearings the commission unanimous- 
ly voted that an emergency existed and that 
granted on a day’s notice the service might be 
made available to shippers. 

Under this authority the railroads may turn 
over less than carload shipments to licensed 
truckers, who call for the shipment at the 
railway depot and deliver it to the depot in 
the town to which it is consigned, where the 
railroad usually operates its own pick-up and 
delivery system. 


New Jersey 


policy, John A. Riggins of Haddonfield said 
at Atlantic City recently, as he described the 
total as “many times the loss the investor suf- 
fered from the acts of a few unscrupulous 
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Policy Hits Investors 


| masa of dollars of utility investors’ 
losses have resulted from the national 
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adventurers in the industry.” Mr. Riggins, 
president of the New Jersey Utilities Associa- 
tion, addressed the association’s twenty-sixth 
annual convention. 

He asserted, that such policy “has held up 
for years the orderly economic march of lower 
rates and wider use.” 

Harry Bacharach, of Atlantic City, former 
president of the state board of public utility 
commissioners, declared that “redrawing the 
line between the fields of state and Federal 
regulation should be given serious considera- 
tion.” 

Calvin H. Rankin, Philadelphia attorney and 
former assistant professor of accounting at 
the University of Pennsylvania, told the con- 
vention that there were “no rays of hope or 
visions of relief” on the tax horizon for pub- 
lic utilities. 


New 


Can Handle Defense Load 


HE Consolidated Edison system was re- 
cently reported to be planning the early 
construction of a high-tension power trans- 
mission line to link its Sherman creek gen- 
erating plant in the Bronx with its Dunwoodie 
substation near Yonkers to make available an 
additional 150,000 or 200,000 kilowatts for use 
north of Westchester. 
Under the new plan, which was disclosed at 
a public hearing before the state public serv- 


ice commission in New York city, it was indi-. 


cated no high-tension wires would run through 
or over Van Cortlandt park. The new plan 
supplanted a recent proposal to construct a 
transmission line between the Sherman creek 
plant and the Millwood station in Westchester, 
which is already linked to the Dunwoodie sta- 
tion by a transmission line erected about ten 
years ago. 

The proposal now sidetracked called for 
construction of lines that would pass over one 
end of Van Cortlandt park. It drew strong pro- 
test from Park Commissioner Robert Moses. 
It also drew protest from the New York State 
Power Authority, which favors construction 
of such lines by the state rather than by the 
public utility corporations. 

According to Floyd L. Carlisle, chairman 
of the board of Consolidated Edison, the pro- 
posed Sherman creek-Dunwoodie line will cost 
$1,500,000 if strung overhead and from $3,- 
600,000 to $5,000,000 if laid underground. The 
distance between the two plants is about seven 
and one-half miles. 

Mr. Carlisle was the only witness at the 
hearing, which was adjourned subject to call 
by Chairman Milo R. Maltbie after Mr. Carl- 
isle had testified. For the record the hearing 
was called to determine the adequacy of the 
state’s power supply in view of the defense 
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Court Grants Petition 


HE Third U. S. Circuit Court of Appeals 

recently granted the petition of the Pub- 
lic Service Corporation of New Jersey for an 
order staying the Securities and Exchange 
Commission from enforcing its ruling denying 
Public Service exemption from the Public 
Utility Holding Company Act of 1935 pend- 
ing outcome of an appeal for reversal. 

In an order signed by Judge William Clark, 
the circuit court granted Public’s petition for 
a stay “on condition, however, that Public 
Service shall give due notice to the SEC in 
advance of any action contemplated in the 
meantime by Public Service Corporation 


which would be subject to the provisions of 
the Public Utility Holding Company Act of 
1935 except for the stay herein granted.” 


York 


emergency, and Mr. Carlisle’s testimony indi- 
cated his belief that the Consolidated Edison 
system was prepared to handle any demands 
presently foreseeable. 

His testimony also disclosed that only 20,- 
000 kilowatts are required by defense projects 
in New York city, where the normal peak load 
for the metropolitan area is 1,730,000 kilowatts 
out of a total generating capacity of 2,697,000 
kilowatts of the Consolidated system. 

Mr. Carlisle agreed with a statement by 
Mr. Maltbie that it would be more economical 
to locate defense industries in the metropolitan 
area where the surplus power is more readily 
available and where transmission and distri- 
bution costs would be lower. The problem of 
defense power supply, the testimony indicated, 
is basically one of adequate transmission fa- 
cilities. 

Mr. Maltbie, during his questioning of the 
witness, raised the question of payment for 
construction of any transmission lines the Fed- 
eral government might want in order to send 
power from New York to neighboring states. 
Mr. Maltbie declared that the cost should be 
met by the Federal government. “If there are 
to be expenditures for war purposes,” he said, 
“and any proposition is made whereby the 
companies will bear those expenditures and 
then the cost of those expenditures will be put 
on the consumers in this state, this commission 
is vitally concerned. 

“If the Federal government wants these con- 
nections made, let the Federal government pay 
you for them. There seems to be plenty of 
money for other things, so I don’t know why 
there should not be plenty for these out-state 
connections, but not at the expense of the con- 
sumers in the state of New York.” 

Senator Robert F. Wagner on December 1st 
announced in Washington that President 
Roosevelt and the Federal Power Commission 
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had approved the State Power Authority’s 
plan for a publicly owned and operated trans- 
mission line to carry surplus electric power 
from the New York city area to the govern- 
ment’s new aluminum plant at Massena on the 
banks of the St. Lawrence river, rejecting the 
alternative proposals of the private utilities. 
Governor Lehman in Albany declared that 
the line would form “a permanent part of the 
public power system of the state,” and the 
State Power Authority promised that after 
the defense emergency the lien would bring 
St. Lawrence power to New York city “with 
maximum benefits to consumers in New York 


” 


President Roosevelt has directed the Army 


Corps of Engineers to build the line, according 
to Senator Wagner’s announcement. To speed 
construction, the Army Air Forces will map 
the terrain from the air. 


Taxi Fare Increase Expected 


I T was recently estimated that the added cost 
to taxicab riders in New York city, under 
15 to 20 per cent higher fares proposed by the 
industry, would be at least $5,250,000 a year, 
Cab drivers questioned on their reaction to 
the proposal agreed that “it won’t be felt” by 
habitual passengers paying 5 or 10 cents more 
each trip. By the end of a week, however, “the 
increase may put an extra $5 in our pockets,” 


& 
Ohio 


Railway Sale Authorized 


ges of the Cleveland Railway Company to 
the city government was officially author- 
ized by a vote of the company stockholders 
last month. The city’s proposal to buy the 
railway was approved by the owners of some 
210,600 shares, or nearly 1,300 more than the 
required two-thirds .majority of all 313,944 
outstanding shares of company stock, Only 
about 60,000 shares were registered against 
acceptance of the city offer, with approximate- 
ly 43,000 not voted one way or the other. 

To consummate purchase of the greater 
Cleveland traction system the city must issue 
bonds in the amount of $14,127,480 in order 


to pay the stockholders $45 a share in cash, 


Utility Chief Named 


W 7111AM Denton Young, chief deputy to 

County Engineer John O. McWilliams, 
on November 25th was appointed director of 
public utilities by Mayor Frank J. Lausche 
of Cleveland. Lausche announced the appoint- 
ment, the fifth in his cabinet of seven, with a 
statement that the new director would be 
given instructions to institute an economy pro- 
gram, to put the addition to the municipal light 
plant on an efficient operating basis, and to be- 
gin complete rebuilding of the utilities depart- 
ment. 


¥ 
Oklahoma 


Drops Fight to Force Rate 


ew Oklahoma Natural Gas Company last 
month notified the state corporation com- 
mission it had abandoned its appeal from its 
order refusing to allow the company to put 
its statewide rates in force for cities where it 
acquired gas service by purchase of properties 
of Central States Light & Power Company. 


Reford Bond, chairman, said representatives 
of the company conferred with the commis- 
sion and asked an order withdrawing its no- 
tice of appeal. 

The company contended, its rate should f° 
into effect in the twenty-one cities served by 
Central States, but the commission held its 
acquisition of property did not automatically 
give the company the right to change rates. 


Utah 


Commission Penalizes Utility 


FINE of $500—the first penalty of its kind 
A ever imposed by the Utah Public Service 
Commission—was ordered by the commission 
on November 27th to be paid by the Uintah 
Power & Light Company for failing to re- 
classify its accounts in accordance with a com- 
mission mandate. 

On March 29, 1937, the commission issued 
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a general order to all electric utilities to re- 
classify their accounts in accordance with the 
uniform system of the National Association of 
Railroad and Utilities Commissioners. The 
commission set forth that the Uintah Company 
had failed to comply with the order in spite of 
repeated warnings. 

The Telluride Power Company also was 
cited for asserted failure to comply with the 
order, but no decision had ‘been reached. 
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Redemption Premiums on Bond Issue under 
Competitive Bidding Rule 


are ge Electric Company, a 
subsidiary of the United Gas Im- 
provement Company, which is a regis- 
tered holding company, obtained from 
the Securities and Exchange Commis- 
sion an exemption for the issue and sale 
of $20,000,000 principal amount of first 
and refunding mortgage bonds, 2} per 
cent series, due 1971. Exemption was 
granted because the bonds were solely 
for the purpose of financing the business 
of the applicant, pursuant to § 6(b) of 
the Holding Company Act. They had 
been expressly authorized by the Penn- 
sylvania commission, where the company 
was organized and doing business. Pro- 
ceeds of the sale were to be used to re- 
tire outstanding promissory notes pay- 
able to banks. 

Although considerable evidence was 


offered as to property account and’ 


original cost, the commission expressed 
no opinion as to the validity of the 
amount in Plant Acquisition Adjustment 
account or as to a claim with respect to 
organization expense of predecessor 
companies. These questions, it appeared, 
were under consideration by the state 
commission and the Federal Power Com- 
mission. 

The company faced the question of re- 
demption premiums on bonds sold under 
the competitive bidding rule by making 
the issue redeemable in whole or in part, 
at the option of the company, upon pay- 
ment of the principal amount plus ac- 


crued interest and an initial premium of 
three points over the public offering 
price, to be reduced cumulatively in each 
succeeding year in an amount equal to 
1/29 of the initial premium. The com- 
mission expressed no opinion on this 
method of fixing the redemption pre- 
mium, but said: 


Thus, if the successful bidder is an under- 
writer rather than an institutional purchaser, 
the call price to the company will be greater, 
by the amount of the spread accruing to the 
underwriter. The record indicates that it is 
the opinion of the management, after careful 
consideration, that the foregoing formula 
for determining the redemption premium 
eliminated any advantage which may accrue 
to institutional purchasers when the redemp- 
tion price is definitely fixed in advance of 
the outcome of the competitive bidding, that 
an attempt to fix a definite call price, if 
fixed too low, might have a depressing ef- 
fect upon the bids, and that the proposed 
formula succeeded in relating the redemp- 
tion premium to the investor’s cost. 


Philadelphia Electric Company had 
designated a firm of attorneys to act as 
counsel for the purchasers of the bonds, 
and the proposed terms and conditions 
relating to the bids provided for such 
counsel’s fee and disbursements to be 
paid by the successful bidder. The fee 
was estimated at $7,500. The commis- 
sion said it found no basis for any ad- 
verse findings with respect to these mat- 
ters if the fee was not to exceed the esti- 
mated amount. Re Philadelphia Electric 
Co. (File No. 70-408, Release No. 3117). 


e 


Rate Cut to Keep Patrons from Municipal 
Plant Not Allowed 


N electric company operating in Ken- 
tucky and Tennessee was denied au- 
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thority to reduce rates when faced by 
municipal plant competition in Jellico, 
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Tennessee. The company had previous- 
ly been ordered by the Tennessee com- 
mission to reduce rates and had attacked 
the rate order in court. Without awaiting 
a final decision the company filed an even 
lower rate schedule because the city in 
the meantime had constructed an electric 
plant and induced 92 per cent of the cus- 
tomers to contract to purchase electricity 
from the city. 

Unusual applications of the confisca- 
tion rule were suggested by both the city 
and the company. The city opposed the 
filing of reduced rates upon the legal 
theory that the company should not be 
allowed voluntarily to establish rates 
which would render such a low return as 
to result in confiscation if the positions 
were reversed and the commission were 
attempting to enforce the rates and the 
company resisting enforcement. The 
commission said that this theory of law 
was untenable. 

The company, on the other hand, 
argued that refusal of the commission 
to permit it to establish the lower rate 
would destroy the property of the com- 
pany by stripping it of patrons, and that 
this would be “real confiscation” as con- 
tradistinguished from other types of con- 
fiscation, in the words of the commis- 
sion, “assumedly unreal, which are pro- 
hibited by the Constitution of the United 
States as interpreted in many opinions 
having to do with reductions of utility 
rates.” The company’s confiscation 
claim was also rejected. 

The city was said to be fully within 
its rights in entering the competitive field. 
It had made an investment of $85,000 
and was fully prepared to serve the en- 
tire community, including all consumers 
formerly served by the company. The 


city had offered to purchase the facilities 
of the company for $132,000, more than 
50 per cent in excess of what it cost the 
city to construct its own more modern 
and efficient plant. 

Because of the size of the community 
two utilities could not operate in com- 
petition. This, said the commission, dis- 
tinguished the case from those cases in 
which competitive rates had been per- 
mitted in order that a privately owned 
company might operate in competition 
with a municipally owned plant. The 
case, said the commission, might be re- 
garded as a case of first impression for 
various reasons: 

Unless the company could persuade 
the people to break their contracts with 
the city, the company would be reduced 
to operation at a loss. 

The community was not large enough | 
to support two competing utilities. 

The real issue was whether the com- 
mission would so act as to enable a com- 
pany (through temporarily rendering 
service upon unremunerative rates by 
subsidization made possible by reason of 
the fact that the company had large oper- 
ations in another state) to force out of 
business its public competitor in a small 
community unable to support competitive 
services. 

The company’s plant was old and by 
modern standards had suffered from ob- 
solescence. The competitive plant of the 
city was modern and of such a type as to 
permit economical operation and low 
rates. The public policy of the state, as in- 
dicated by recent legislative action, was 
said to be in favor of encouraging pub- 
licly owned electric distribution plants. 
Re Kentucky-Tennessee Light & Power 
Co. (Docket No. 2519). 


e 


Higher Cost of Generating Instead of Buying 
Current Not to Burden Ratepayers 


VILLAGE was authorized by the Wis- 
A consin commission to make addi- 
tions to its heating and electric plant, al- 
though operating expenses would, as a 
result, be approximately $10,000 more 
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than if electricity were bought from a 
privately owned company. The commis- 
sion said that despite the increase in cost 
the village authorities had determined to 
go forward with the project, and this de- 
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rmination rested primarily with them 
as managers of the utility. 

The commission, it was pointed out, is 
not vested with powers of management 
and it is not its function to interfere, but 
it may merely protect the consumers of 
dectricity from such improvidence of 
management. The commission con- 
tinued : 

Any losses resulting therefrom must be 
borne by the general taxpayers rather than 
the ratepayers. 

Ratepayers are required to pay reasonable 
rates, but what they thus pay for is service 
and not some equity or interest in the plant 


7 


that is used to serve them. And certainly 
the ratepayers of the Waterloo electric util- 
ity, some of whom are not residents of the 
village, cannot properly be required to pay 
excessive rates in order to enable the village 
to pay for its utility plant. 

We are therefore attaching the condition 
prescribed by § 196.49(4), Statutes, to the 
certificate of authority hereby issued, which 
is designed to prevent consideration of the 
excess in cost of the utility’s service, over 
what such cost of service would be under 
the proposed contract with the Wisconsin 
Gas & Electric Company as justification 
for rates higher than otherwise might prop- 
erly be prescribed. 


Re Village of Waterloo (CA-1851). 


“‘Owner-operated” Signs Held to 
Violate Fair Trade Rule 


_o Pennsylvania commission sus- 
tained a complaint against unfair 
trade practices of a taxicab company 
which represented to the public that its 
cabs were owner-operated. The taxicabs 
bore the legend “owner-operated” and, 
inaddition, there was a sign at the corpo- 
ration’s office which stated “Every 
Driver Is an Owner.” The contention 
of the corporation was that the cabs were 
in fact owner-operated, since each owner 
was a shareholder in the corporation. 
Such an argument, said the commis- 
sion, has no support in law. The courts 
have always held that a corporation is 
an entity, separate and distinct from the 
persons owning its stock. Furthermore, 
the certificate of title and registration of 
each motor vehicle was in the name of 
the corporation and not in the name of 
the driver. Notwithstanding the argu- 


ment that the word “owner” has no 
exact legal meaning and that it is some- 
times loosely understood to mean owner- 
ship of corporate property by a stock- 
holder, the commission said that in 
motor transportation the term “owner” 
is understood as meaning the registered 
owner of the vehicle. 

The use of the term, the commission 
held, was designed to create the impres- 


‘sion in the public mind that in patroniz- 


ing those cabs the patrons were helping 
the drivers in conducting a business of 
their own. There was said to be a de- 
cided trade advantage in this representa- 
tion, and this constituted a deliberate 
deception for the purpose of inviting 
patronage. The commission ordered 
such advertising to cease. Cavalier v. 
Tube City Taxi & Transfer Co. Inc. 
(Complaint Docket No, 13366). 


7 


Wholesale Company Rather than City Water Utility 
To Construct Filtration Plant 


HE Wisconsin commission, on re- 

hearing, rescinded an order [40 
PUR(NS) 485] approving the construc- 
tion of a filtration plant, elevated storage 
tank, and associated equipment and al- 
terations by the city of Cudahy, on the 
ground that a water company supplying 
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the municipal plant had the right to con- 
struct such facilities. The company was 
furnishing industrial and commercial 
service in addition to supplying the city, 
while the city was distributing water for 
domestic purposes. The commission de- 
clared: 
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Inherent in its duty to furnish reasonable 
and adequate service as a public utility is 
the company’s obligation to provide for the 
city the kind and quality of water which 
the city and the customers require. Mani- 
festly, since the company is charged with 
that duty, there must of necessity be recog- 
nized its right to construct and install the 
facilities necessary in order to discharge 
such duty. That being so, it seems to us that 
we have no alternative but to authorize the 
company to proceed with the work by the 
granting of a certificate of authority pur- 
suant to the application of the company in 
the proceeding docketed as CA-1856. 

It is true, of course, that the city also is 
under the duty of furnishing to water con- 
sumers the kind and quality of water which 
their needs reasonably require, and that this 
duty, like that of the company’s presupposes 
the right of the city to provide itself with 
such water for distribution. If, therefore, 
the company were unable to furnish such 
water, or if for any other reason its obliga- 
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tion to furnish pure water could not be en. 
forced, the city would be entirely justified 
in constructing any necessary purification 
system of its own. But whatever may have 
been in the past the attitude or the failure 
of the company in this direction, it appears 
that the company, upon which the primary 
responsibility rests, is now ready, willing 
and able to provide all necessary purification 
facilities. 

Commissioner Nixon, in a dissenting 
opinion, took the position that the com- 
mission had no power to withhold au- 
thorization for the construction of puri- 
fication facilities by the municipality in 
order that it might furnish pure water 
to domestic consumers. It did not ap- 
pear that the company needed a purify- 
ing plant for the water sold to large in- 
dustrial users. Re City of Cudahy 
(CA-1741). 


Evidence in Commission Proceeding 


Fanti before a_ regulatory 
commission is not a lawsuit but one 
in which the commission is conducting 
an investigation as an administrative and 
regulatory agency of the state which 
more nearly resembles, both in nature 
and purpose, a hearing by a legislative 
committee than a lawsuit. This view was 
expressed by the Wisconsin commission 
in a case relating to railroad station dis- 
continuance in which the commission 
was called upon to rule on the admission 
of evidence. 

Exhibits purporting to show revenues 
and expenses, or computations derived 
therefrom, were received over objections 
that they were not properly identified 
and were hearsay and were not the best 
evidence. The commission said that while 
it might be conceded that the exhibits did 
not constitute the best evidence of what 
they purported to show, it appeared by 
the great weight of authority that the 
hearsay rule in the law of evidence had 
been modified sufficiently so as to make 
the exhibits admissible. 

Objectors also claimed that they could 
not by cross-examination ascertain 
whether the figures in the exhibits were 
correctly taken from the books and rec- 
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ords of the company. This contention, 
the commission said, had merit. The 
commission continued : 


In the cases heretofore cited the hearsay 
or secondary evidence was permitted because 
the books and records from which such evi- 
dence was taken were either present in court 
or available for examination by the opposite 
party. The objectors have a right to chal- 
lenge the correctness of the work done by the 
subordinates of the witness who testified 
with respect to the exhibits prepared under 
witness’ direction. In this case, however, 
there was no specific request that the rail- 
road produce the books, documents, or 
records from which the figures in the exhibits 
were taken. Had that demand been made, 
the examiner might properly afford exami- 
nation of such books, records, or documents 
as a condition of admitting the exhibits in 
evidence. 


An objection was, however, sustained 
as to certain testimony. A witness had 
been asked whether, if authority to dis- 
continue should be granted, there would 
be a saving to the company. Objection 
had been made on the ground that this 
called for a conclusion. The examiner 
for the commission had ruled that the 
witness might state his conclusions, but 
the commission overruled the examiner. 
Re Thomson, Trustee (2-R-1344). 
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THE LATEST UTILITY RULINGS 


Electric Company Denied Right to Discontinue 
Service under Contract Provision 


N a proceeding on motion of the New 

York commission as to a proposed dis- 
continuance of service to certain con- 
sumers of the Old Forge Electric Cor- 
poration, the company contended that it 
was serving these customers under writ- 
ten contracts which were beyond the 
jurisdiction of the commission. It was 
urged that the contracts determined and 
prescribed the rights of the parties with- 
out reference to any obligations under 
the Public Service Law or other statutes. 
The commission rejected these conten- 
tions. 

A predecessor company had secured a 
franchise to serve in the area in question 
and had been authorized by the commis- 
sion to exercise the franchise and to con- 
struct an electric plant. Service had been 
rendered for several years, and, accord- 
ing to the commission, it had become 
subject to the Public Service Law, which 
had been enacted over twenty years be- 
fore, and to all the powers of the legis- 
lature regarding electric utilities. 

It was said to be settled law that a pub- 


lic utility may not by terms of a “con-, 


tract” determine its rights and the rights 
of consumers as against the powers of 


the legislature and the provisions of stat- 
utes duly enacted. The company could 
not discontinue service as it proposed 
notwithstanding any provision in the so- 
called contracts. 

The further claim was made that reve- 
nues obtained from these customers were 
insufficient to yield a fair return upon 
the fair value of the property used to 
serve them, but the commission ruled 
that service denial was not the proper 
remedy. The company, it was pointed 
out, is authorized to seek an increase in 
rates as prescribed by law. As to an in- 
timation that there were no rates which 
consumers would pay that would yield a 
fair return, Chairman Maltbie, speaking 
for the commission, said: 


That may or may not be so. There is no 
proof of the fact. The way to prove it be- 
yond peradventure is to establish new rates 
and then to ascertain whether consumers 
will pay them. If consumers will not pay 
just and reasonable rates, the company is 
under no obligation to provide service. If 
they are willing to pay just and reasonable 
rates, the company must serve them... 


Re Old Forge Electric Corp. (Case 
10183). 


7 


Municipal Plant Required to Serve in 
Adjoining Towns 


N ordinance of the city of Madison 
providing that no water service 
might be extended to applicants living 
outside the city limits except under ex- 
press permission and grant by resolution 
by the council, and under such condi- 
tions as the council might specify, was 
disapproved by the Wisconsin commis- 
sion as inconsistent with the city’s obli- 
gations as a public utility. It was held 
that the city was operating as a public 
water utility in certain adjoining towns 
and was obligated to the extent of its 
capacity to render service in such towns, 
subject to rules and regulations. 


The city contended that service ren- 
dered within city limits was furnished 
by the city in its governmental capacity 
and that service outside the city was 
rendered only pursuant to individual 
contracts. The jurisdiction of the com- 
mission was therefore challenged. 

The commission found that the Madi- 
son Water Department served the gen- 
eral public in the city, including depart- 
ments of the Federal, state, county, and 
city governments. It furnished water in 
two villages for distribution and resale. 
It furnished water for fire protection 
purposes to the city, the two villages, and 
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four towns. Water service was also be- 
ing rendered to at least 195 retail cus- 
tomers in the towns residing along trans- 
mission and feeder mains. Other cus- 
tomers in the towns were served from 
lateral mains paid for by the property 
owners. A county institution in one of 
the towns and certain school buildings 
were also served. The commission said: 
It is clear from the record that the towns 
and sanitary districts therein as well as the 
general public have acquiesced in and ac- 
cepted water service from the city depart- 
ment. Many of the extensions of service 
outside the city have been at the request of 
individuals and sanitary districts. Water 
service in Westmoreland was begun at a 
time when that plant was a part of the city. 
From the foregoing facts of record we 
conclude that the Madison city water depart- 
ment is operating as a public utility not only 
in the city but also in the towns.... 


Although the attitude and intention of 
the enterprise is not controlling on the 
question of public utility status, never- 


HE Securities and Exchange Com- 

mission, having issued a notice and 
order for hearing under §§ 11(b) (2), 
12(c), and 15(f), together with an 
order to show cause why dividend pay- 
ments on common stock of Pennsylvania 
Power & Light Company should not be 
prohibited, granted postponement of 
hearing pending formulation and sub- 
mission of plans for reorganization of 
the operating company and permitted 
dividend payments in limited amounts, 
the order being subject to appropriate 
conditions. Re Pennsylvania Power & 
Light Co. et al. (File No. 59-29, Release 
No. 3107). 


Upon the filing of a report as to re- 
sults of competitive bidding under Rule 
U-50 for $38,000,000 principal amount 
of first mortgage bonds, Series A, 33 
per cent, due October 1, 1971, the Securi- 
ties and Exchange Commission found 


theless the commission noted that the 
record showed a clear intention by the 
city water department to serve the entire 
metropolitan area. The department had 
had rates and rules on file with the com- 
mission since 1907, the year the utility 
law was enacted, and since 1928 it had 
had on file rates and rules applying to 
service outside the city limits. Concern- 
ing the ordinance, the commission said: 
By its terms it attempts to reserve to the 
city council the right and power to furnish 
or refuse water service at its pleasure and 
to impose upon the furnishing of such sery- 
ice such conditions as it may see fit to apply. 
The obligation to render service and the 
conditions which may be made applicable 
are not matters which are controlled by mere 
fiat of the common council; they are deter- 
mined by application of the laws governing 
public utilities and of the utility’s rules and 
regulations which have been filed with and 
approved by the commission. 


Town of Madison v. Madison City Water 
Department (2-U-1734). 


e 


Other Important Rulings 


that the plan for the sale of the bonds at 
the proposed spread was fair and equi- 
table where the applicant had accepted a 
bid from a group of forty-six under- 
writers of 105.7897 per cent plus accrued 
interest for the bonds, the same to be re- 
sold to the public at 107 per cent, repre- 
senting a spread to the underwriters of 
1.2103 per cent. Re Central Illinois Pub- 
lic Service Co. (File No. 70-406, Re- 
lease No. 3094). 


The Securities and Exchange Com- 
mission granted exemption, under § 3(a) 
(5) of the Holding Company Act, where 
a holding company owned securities of 
public utility companies organized and 
operating exclusively in South American 
countries which had no public security 
holders who were residents of the United 
States. The applicant was not itself a 
public utility company. Re Sudam Corp. 
(File No. 31-513, Release No. 3101). 


Note.—The cases above referred to, where decided by courts or regulatory commissions, 
will be published in full or abstracted in Public Utilities Reports. 
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SECURITIES AND EXCHANGE COMMISSION 


Re Keyes Fibre Company 


[File No 70-396, Release No. 3059.] 


Security issues, § 13.2 — Exemption under Holding Company Act — Financing 


business of subsidiary. 


An industrial company which is not a holding company, a public utility 
company, an investment company, or a fiscal or financing agency of such 
a company should be granted exemption, as a subsidiary of a registered 
holding company pursuant to § 6(b) of the Holding Company Act, 15 
USCA § 79f (b), for the issuance and sale of bonds to refund outstand- 
ing bonds, to pay a bank loan, and to pay an indebtedness of a subsidiary 
of the applicant, where the subsidiary is an integral part or department of 
the applicant, the notes were endorsed by the applicant, and the subsidiary 
will be liquidated upon the consummation of the refunding. 


[October 8, 1941.] 


PPLICATION by industrial subsidiary of registered holding 
A company for exemption of security issues pursuant to § 6 
(b) of the Holding Company Act; granted. 


APPEARANCES: Oscar W. Haus- 
srmann of Haussermann, Davison 
and Shattuck, for Keyes Fibre Com- 
pany; Harlow B. Lester and Edward 
F. McCabe of the Public Utilities 
Division of the Commission. 


By the Commission: Keyes Fibre 
Company, a Maine corporation, is an 
industrial subsidiary of Central Maine 
Power Company and of New Eng- 
land Public Service Company, a reg- 
istered holding company. Keyes Fibre 
Company (“Applicant”) proposes to 


‘issue and sell $1,400,000 principal 


amount of first mortgage sinking fund 
44 per cent bonds due October 1, 1956, 
and with the proceeds to refund $1,- 
125,000 of 6 per cent serial bonds, to 
pay a bank loan of $100,000 and to 
pay an indebtedness of approximately 
$72,000 of its subsidiary, Waterville 
Pulpwood Company, which Applicant 
has endorsed. 

An application was filed pursuant to 
the third sentence of § 6(b) of the 
act, 15 USCA § 79f (b), particularly 
the last clause thereof,’ requesting an 





1The pertinent part of the third sentence 
of § 6(b) of the act is as follows: 


“The Commission by rules and regulations 
or order, subject to such terms and conditions 
as it deems appropriate in the public interest 
or for the protection of investors or con- 
sumers, shall exempt from the provisions of 
subsection (a) the issue or sale of any secu- 
[21] 
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rity by any subsidiary company of a registered 
holding company, . . if the issue and sale 
of such security are solely for the purpose of 
financing the business of such subsidiary com- 
pany when such subsidiary company is not 
a holding company, a public utility company, 
an investment company, or a fiscal or financ- 
ing agency of a holding company, a public 
utility company, or an investment company.” 
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exemption from the provisions of § 6 
(a) of the issue and sale of these 
bonds, and also requesting exemption 
of the sale of these bonds from com- 
petitive bidding, Rule U-50. On Sep- 
tember 27, 1941, the Commission is- 
sued an order granting exemption 
from Rule U-50.? 

Keyes Fibre Company is engaged in 
the manufacture and sale of pulpwood 
products. These products are mould- 
ed pulpwood plates, dishes and trays, 
and egg-packing material. The Ap- 
plicant has other products in the 
process of development including plas- 


Debt: 


First mortgage 6% bonds, due Nov. 1, 1941-Nov. 
1, 1949 


Capital Stock and Surplus: 


Prior preferred stock—$100 par—2,447 shares .. 


Preferred stock—no par—13,293 shares 
Class A stock—no par—60,000 shares 
Common stock—no par—148,955 shares 


REBUT! GUNPIUS ©. :aisi0's 0's'Gi0.8 Seis s410'5.s ee wi5 ecvece 


Total capital stock and surplus ... 


Total capitalization and surplus 


tic trays and other items of fibrous 
plastic material. The Applicant has 
one active subsidiary, Waterville Pulp. 
wood Company, which is an integral 
part or department of Applicant, en- 
gaged in the purchase and sale of pulp. 
wood, at cost, to Applicant. After 
the consummation of this refunding 
this subsidiary will be liquidated. 


Capitalization 


The actual and pro forma capitaliza- 
tion and surplus as at July 31, 1941, 
was as follows: 


Pro Forma 
Amount Per cent 


Actual 
Amount Per cent 


41.5 


$1,400,000 475 
$1,400,000 


~— 700 $244,700 


566,666* 

776,618 
$1,587,984 
$2,712,984 


28.6 


58.5 


100.0 


735,368 250 
$1,546,734 525 


$2,946,734 1000 


* Company makes no segregation on its books of the value applicable to each of these three 


classes of capital stock. 





2 Re Keyes Fibre Co. Holding Company Act 


Release No. 3034. 
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Asa result of the proposed financing 
the funded debt will be increased from 
$1,125,000 to $1,400,000 or from 41.5 


per cent to 47.5 per cent of total cap- 


italization and surplus. 


However, 


other debt will be reduced by $172,144 
and hence the net increase in all debt 


will aggregate $102,856. 
Earnings 


upitaliza- 
1, 1941, 


bases, are as follows: 


Actual 
Net income before fixed 
charges and Federal in- 
come tax 
Federal income tax 


$472,860 
114,437 


The earnings of Keyes Fibre Com- 
pany for the twelve months ended July 
31, 1941, on actual and pro forma 


Pro 
Forma 


$472,860 
121,538 





Net income before fixed 
$358,423 


6,835 
69,345 


Fixed charges : 

Interest on notes payable 
Interest on long-term 
debt 

Amortization of bond 
discount and expense 


$351,322 





Total fixed charges $76,180 





Net income available for 
prior preferred stock $282,243 
Prior preferred dividend 
requirements 14,682 


14,682 





Net income available for 
preferred stock 

Preferred stock dividend 
requirements 


$268,907 
79,758 





Net income available for 
Class A and common 
$187,803 


Ratio of Gross Income to: 
Interest on funded debt 
Total fixed charges .... 
Total fixed charges and 

preferred dividend re- 
quirements 


5.2 
4.7 


Fees and Expenses 


$189,149 


Fees and expenses in connection 
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with the refunding are estimated as 

follows: 

Registration fee 

Legal (estimated) 

Accounting 

Printing registration statement, in- 
denture and prospectus (estimated) 

Fee for trustee and trustee’s counsel 
(estimated ) 

Printing of bonds (estimated) 

Expenses of blue-skying (estimated) 

Documentary stamps. ......<-<ss.s0%«- 

Travel, telephone, and additional cler- 
ical expense, etc. (estimated) 


Description of Bonds 


The bonds mature October 1, 1956, 
and bear interest at 44 per cent per an- 
num. They are secured by a mortgage 
on the physical property of Applicant 
under an indenture dated October 1, 
1941, to The Canal National Bank of 
Portland. The indenture provides for 
a semiannual sinking-fund payment 
after 1942, of an amount equal to (1) 
the difference between $68,000 and the 


_ semiannual interest* payable on the 


outstanding bonds (fixed sinking-fund 
instalment), plus (2) an amount 
(sinking-fund reserve) equal to the 
total of (i) 10 per cent of registrant’s 
adjusted net earnings (as defined in 
the indenture for the next preceding 
calendar year, up to and including 
$200,000 thereof, (ii) 124 per cent 
of the excess (up to and including 
$100,000 of such excess) of such ad- 
justed net earnings over $200,000, and 
(iii) 15 per cent of the excess of such 
adjusted net earnings over $300,000. 
The sinking-fund reserve is available 
to Applicant as a credit to the fixed 
sinking-fund instalments during any 
calendar year, to the extent that the 
adjusted net earnings (as defined in 





1 $31,500 interest requirement on first inter- 
est payment date. 


40 PUR(NS) 





SECURITIES AND EXCHANGE COMMISSION 


the indenture) for the preceding cal- 
endar year were less than the full 
amount of the fixed sinking-fund in- 
stalments for such preceding calendar 
year. Bonds may be called for re- 
demption at prices ranging downward 
from 104 to 100. 


Price 


The bonds are being sold to Coffin 
& Burr, Incorporated, at 96 and ac- 
crued interest, and the initial public 
offering price will be 994 and accrued 
interest. 


Use of Proceeds 


The net proceeds from the sale of 
the bonds amounting to $1,344,000 to- 
gether with treasury funds in the 
amount of $17,105 or a total of $1,- 
361,105 will be used as shown in the 
following table: 


$1,400,000 principal amount of new 
bonds 
Less discount of 4% 


Net proceeds from sale of bonds .. $1,344,000 
Plus treasury funds 17,105 


Total proceeds and treasury 
funds to be used $1,361,105 

Redemption of presently outstand- 
ing 6% bonds 

Redemption premium on 6% bonds 

Double interest on old bonds (6% 
for six months Nov. 1, 1941- 
May 1, 1942) 

Payment of bank loan 

Payment of notes of Waterville 
Pulpwood Company (approx.) 

Estimated expenses of the issuance 


Total use of proceeds 
treasury funds 


$1,125,000 
11,250 


30,000 
100,000 


72,000 
22,855 


and 
$1,361,105 


Conclusion 


The issue and sale of these bonds by 
the Applicant falls within the provi- 
sions of the third sentence of § 6(b) 


of the act. The Applicant is not a 
holding company, a public utility com- 
40 PUR(NS) 


pany, an investment company, or a 
fiscal or financing agency of a holding 
company, a public utility company, or 
an investment company. The proceeds 
from the sale of these bonds will be 
used to call and retire outstanding 
bonds of Applicant and to pay a bank 
loan of Applicant. In addition, ap- 
proximately $72,000 will be used to 
pay the notes of its subsidiary, Water- 
ville Pulpwood Company, which are 
endorsed by Applicant. Since this sub- 


sidiary is an integral part or depart- Men 


ment of Applicant, since Applicant has 
endorsed these notes, and since such 
subsidiary will be liquidated upon the 
consummation of this refunding, we 
find that such payment is solely for the 
purpose of financing the business of 
Applicant. Therefore, the issue and 
sale of these bonds are exempt from 
the provisions of § 6(a) pursuant to 
the third sentence of § 6(b) of the 
act. 

The payment of the indebtedness of 
approximately $72,000 of Waterville 
Pulpwood Company appears to come 
within the provisions of Rule U-45, 
entitled, Loans, Extensions of Credit, 
Donations and Capital Contributions 
to Associate Companies. The pay- 
ment of this indebtedness has been 
considered above and such payment ap- 
pears to be part of the refunding trans- 
action. Pursuant to paragraph (a) 
of Rule U-100 we believe that the re- 
quirements of Rule U-45, as applied 
to this transaction, are not necessary 
or appropriate in the public interest or 
for the protection of investors or con- 
sumers and, therefore, that the pay- 
ment of this indebtedness should be 
granted an exemption from Rule U- 
45. 

An approximate order will issue. 
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» Ora ORDER pay an indebtedness of approximately 
10lding $72,000 of its subsidiary Waterville 


Keyes Fibre Company, a subsidiary Pulpwood Company, and such pay- 


any, Or wmpany of New England Public 


roceeds Hie vice Company, a registered holding ment being within the provisions of 
will be jmpany, having filed an application Rule U-45: i Nee 

anding nd amendments thereto, pursuant to It is ordered that said application 
a bank 6(b) of the Public Utility Holding pursuant to § 6(b) be and the same 
mn, ap- hereby is granted, subject, however, to 


ised to Company Act of 1935 for sages aaa the terms and conditions in Rule U-24. 
Water. jgitom the provisions of § 6(a) of said It is further ordered that an exemp- 
ch are ect of the issue and sale of $1,400,000 tion be and the same hereby is granted 
‘is sub- Mf first mortgage sinking-fund 43 per from the provisions of Rule U-45 as 
depart. ent bonds due October 1, 1956; and to such payment of the indebtedness of 
ant has #} Keyes Fibre Company proposing to said subsidiary. 





e such 
on the 
1g, we 
sah SECURITIES AND EXCHANGE COMMISSION 
1e and 
. from : : . 
ant tof Re Engineers Public Service Company 
of the 
et al. 
ess of 
erville [File No. 59-4, Release No. 3075.] 
‘Gas Constitutional law, § 20 — Trial examiner’s report — Necessity. 
bie 1. The filing of a trial examiner’s report is not an essential prerequisite of 
-redit, due process but is merely a procedure recognized as constituting good prac- 
utions tice in appropriate cases, p. 326. 
* Pay" Bi ntercorporate relations, § 19.8 — Holding companies — Integration proceed- 
| been ings — Trial examiner’s report. 
ont ap- 2. A proceeding under § 11(b) (1) of the Holding Company Act, 15 
trans- USCA § 79k (b) (1), where there are novel questions of law presented, 
nh (a) where the Commission is enjoined by the statute to require compliance 


as soon as practicable, and where there are few factual questions involved 


he re- : : ; 4 : 
in the case with respect to which a report of the examiner’s observation 


plied of the witnesses would be helpful, is not an appropriate case in which to 

essary order a trial examiner’s report, p. 326. 

: ona [October 14, 1941.] 

> pay- EQUEST by counsel for respondents in proceeding under § 11 

ld be R (b) (1) of the Holding Company Act that trial examiner's 

le U- report be filed or that alternative relief be granted; request for 
examiner's report denied and procedure for closing of record and 

ue. requests for findings determined. 
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APPEARANCES: Harlow Lester 


and James Fischgrund, for the Public 
Utilities Division of the Commission ; 
Mudge, Stern, Williams & Tucker, by 
William E. Tucker, and Hunton, Wil- 
liams, Anderson, Gay & Moore, by T. 
Justin Moore, for the respondents. 


By the ComMISssION : 

[1, 2] Counsel for Engineers Pub- 
lic Service Company and its subsidiary 
companies, respondents in proceedings 
now pending pursuant to § 11(b) (1) 
of the Public Utility Holding Com- 
pany Act of 1935, 15 USCA § 79k 
(b) (1), have requested that a trial 
examiner’s report be filed in such pro- 
ceedings, or, in the alternative, that 
they be given ninety days after the 
close of the hearing within which to 
submit directly to the Commission 
their requests for specific findings of 
fact and a supporting brief. Counsel 
have filed a memorandum of “Author- 
ities Supporting Respondents’ Re- 
quest for a Trial Examiner’s Report” 
and have also asked for oral argument. 
The hearing has been adjourned by 
the trial examiner to October 27, 
1941, and it is expected that the rec- 
ord will be closed on or about that 
date. 

The Commission’s rules of practice 
provide for the filing of trial examin- 
er’s reports in proceedings under the 
Public Utility Holding Company Act 
of 1935 only upon specific direction of 
the Commission. Under the rules the 
question whether a trial examiner’s re- 
port should be filed in such proceedings 
must be determined in the light of the 
practical considerations which may ap- 
ply in the particular case. For reasons 
discussed hereinafter, we believe that 
this policy is amply justified both in 
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law and in practice, and we also bg 
lieve that it is particularly inapprq@lt 
priate to order the filing of a trial ey 
aminer’s report in proceedings undgi 
§ 11(b) (1) of the act. In lieu therg 
of, we hereby order that the follo 
ing procedure be followed: 

(1) On or before the 30th day fo 
lowing the closing of the record of t 
hearing, counsel for the Public Util 
ties Division shall file their request 
for specific findings of fact, and 
supporting brief, with the Commisim. 
sion. Copies thereof shall be served 
immediately upon counsel for the rei 
spondents ; 

(2) Within fifteen days thereafte 
counsel for the respondents shall fil 
their requests for specific findings o 
fact, and a supporting brief. 

We believe that this procedure wil 
serve to apprise the respondents of thé 
issues involved in the proceedings and 
the action thereon which counsel fot 
the Public Utilities Division will ad 
vocate before the Commission, wil 
thus put the respondents on notice of 
the legal and factual contentions of 
the staff which they must be prepared 
to meet in their written and oral pres 
entations to the Commission, and wil 
provide adequate opportunity for re 
spondents’ counsel to prepare and sub 
mit its own requested findings and sup-+ 
porting brief in the light of the conten- 
tions of counsel for the Public Utili- 
ties Division. We believe that this 
procedure will also facilitate an expe- 
ditious disposition of the matter. 

It is of course clear that the filing 
of a trial examiner’s report is not an} 
essential prerequisite of due process, 
but is merely a procedure recognized as 
constituting “good practice” in appro- 
priate cases. Morgan v. United States 
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1936) 298 US 468, 478, 80 L ed 
088, 56 S Ct 906; National Labor 


Wort of the Attorney General’s Com- 
ittee on Administrative Procedure, 
hich counsel for respondents have 


re cases involving “novel or complex 
” as to which an 

wency should be permitted “to receive 
upon the conclu- 

ion of the hearings and proceed di- 
‘Bicctly to its decision, upon requests for 
indings and arguments by the parties, 
without findings or decisions in the 


‘oner.” Simplification and integra- 
.@mion proceedings under § 11 of the 

Public Utility Holding Company Act 
iire specifically referred to as “typical 
imo{ the cases in which there are present- 


ed novel questions of law in which 
the hearing officer does not have the 
guidance of principles established by 
the agency in prior cases and in which 
the judgment of the agency heads is 
crucial . . 

We think that, because there are 
novel questions of law presented here, 
because we are enjoined by the statute 
to require compliance with § 11(b) 
“as soon as practicable,” and because 
there are few factual questions in- 
volved in the case with respect to which 
a report of the examiner’s observation 
of the witnesses would be helpful, this 
is not an appropriate case in which to 
order a trial examiner’s report. 

Accordingly, except to the extent in- 
dicated, counsel’s request is denied. 
The filing of reply briefs, if requested, 
and the date for argument before the 
Commission on the substantive issues 
in the case, will be the subject of fu- 
ture action by the Commission. 





MONTANA PUBLIC SERVICE COMMISSION 


Re Montana-Dakota Utilities Company 


[Docket Nos. 3068-3070, Report and Order No. 1781.] 


Rates, § 146 — Reasonableness — Increasing costs — Effect of war. 

A rate reduction order should be vacated and annulled when it appears 
that war in Europe, spreading throughout the world, has materially af- 
fected the domestic economy of the United States and brought about 
period of rising costs in connection with the operation, maintenance, and 
development of the utility company; that state and national taxes have 
materially increased; that a considerable amount of additional property 
has been installed ; that there is no visible prospect of such costs and taxes 
being decreased ; and that by reason of the existing facts an action pending 
in court to test the rates cannot be successfully defended, but that an at- 
tempt to do so would bring about prolonged litigation and heavy costs which 
the consumers ultimately would be required to bear. 


[October 14, 1941.] 
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P 


ROCEEDING in relation to report and order in 32 PUR(NS) 
121 reducing natural gas rates; report and order vacated and 


set aside, pending litigation to test rates ordered to be settled, and 
new rate schedules established. 


APPEARANCES: George Bartholo- 
mew, Auditor for the Commission; 
Enor K. Matson, Counsel for the 
Commission. 

Before Austin B. Middleton, Chair- 
man, Horace F. Casey and Paul T. 
Smith, Commissioners. 


By the Commission: Report and 


Order No. 1752 of the Public Service 
Commission of Montana, in the above 
entitled matter, dated and issued Jan- 
uary 17, 1940, 32 PUR(NS) 121, 
was by the order of the district court 
of the first judicial district of the state 
of Montana, in and for the county of 


Lewis and Clark, enjoined and the op- 
eration and effect thereof stayed and 
arrested under and pursuant to the 
provisions of Chap. 56, Laws of Mon- 
tana, 1937. It having been determined 
by the supreme court of Montana in a 
similar action that the proper place for 
trial is not in said district, the action 
is now pending in the district court of 
the ninth judicial district of the state 
of Montana, in and for the county of 
Pondera. 

On investigation by the Commission 
it has been determined that the war in 
Europe, commencing in September, 
1939, and spreading throughout the 
world has materially affected the do- 
mestic economy of the United States 
and has brought about a period of ris- 
ing costs in connection with the opera- 
tion, maintenance, and development of 
natural gas utilities including that of 
the Montana-Dakota Utilities Com- 
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pany in the area in which the above 
named towns are served. During thi 
period state and national taxes hay 
also materially increased. Evidence 
has been presented to the Commissio 
that a considerable amount of addi 
tional property, used and useful in th 
service of the customers of the said 
company in the territory named, ha: 
been installed and is being used by the 
said company in serving said territory 
such property including, among other 
things, a compressor station completed 
January 26, 1940. Asa result of fur 
ther investigations made by the Com 
mission it has been determined that thé 
report and order of the Commissio 
heretofore made should be annulled 
and set aside. The matter having bee 
carefully investigated and new evi 
dence obtained and considered the 
Commission now finds: 

1. That since Report and Order No. 
1752 was made herein on January 17, 
1940, supra, the war in Europe, com- 
mencing in September, 1939, andj. 
spreading throughout the world has 
materially affected the domestic econo- 
my of the United States, including the 
state of Montana, and has brought 
about a period of rising costs in con- 
nection with the operation, main-¥ 
tenance, and development of the nat- 
ural gas utility by the Montana-Da- 
kota Utilities Company in the area 
serving the towns of Conrad, Choteau, 


and Valier and the environs and serv-@! 


ice territory of each. 
2. That since said order was made 
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tate and national taxes have material- 
iy increased. 

3. That there is no visible prospect 
it the present time of such costs and 
axes being decreased. 

4, That on or about January 26, 
(940, immediately following the or- 
der heretofore made herein the Mon- 
ana-Dakota Utilities Company in- 
“stalled a compressor station and that 
ince the said date it has been using 
the same and additional property not 
Wieretofore taken into consideration in 
serving natural gas to the customers of 
the company in said territory. That 
Wiue to these and other factors the rates 
Y@hromulgated in said territory in Re- 

Mort and Order No. 1752, supra, are 
not reasonable and just. That for 
that reason the action now pending in 
the above entitled court cannot be suc- 


» essfully defended and to attempt to 


do so would bring about prolonged liti- 
pation and heavy costs which the con- 


5. That under the provisions of 
Chap. 56, Laws of Montana, 1937, ad- 
~M@tional evidence bearing on the cost 
of operation and the value of the utili- 
ly property, used and useful in serv- 
ing this area, could and would be in- 
troduced in the trial before the district 
tourt, which evidence would have to be 
tonsidered by the Commission under 
he duty of modifying the original or- 


‘mer if the evidence warranted it, be- 


fore ultimate submission thereof to 
ihe district court. 

6. That upon such additional evi- 
fence and all evidence bearing upon 
lhe cost of operation and plant values 
now before it the following schedule 
of rates and charges governing natural 
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gas service in Conrad, Choteau, and 
Valier and environs is just and rea- 
sonable. 


General Purpose Rate 
Available for: Domestic Heating, Cooking 
and Water-heating 
R 


First 5,000 cu. ft. per month 60¢ per M cu. 
—_ 5,000 cu. ft. per month 52¢ per M cu. 
Next’ 90,000 cu. ft. per month 45¢ per M 
Nex 160000 cu. ft. per month 42¢ per M 
Next 100,000 cu. ft. per month 37¢ per M 
Over 30000 cu. ft. per month 32¢ per M 


cu. ft. 
Prompt Payment Discount: None. 
Minimum Bill: $1.50 per month. 


7. That it is for the best interests of 
the customers of the utility that said 
action in the above entitled court 
should be settled and dismissed. That 
the dismissal of said action and the 
promulgation of the rates herein men- 
tioned will be fair and just to both the 
consumers and the utility. 


Conclusions of Law 


The Commission concludes: 

1. That Report and Order No. 
1752, supra, heretofore made herein 
should be vacated and set aside. 

2. That the litigation now pending 
affecting said order should be settled 
by the dismissal thereof and the adop- 
tion and approval by the Commission 
of the rates hereinbefore found to be 
just and reasonable. 


ORDER 


Now, therefore, at a session of the 
Public Service Commission of the 
state of Montana, held at its offices in 
the Capitol Building, Helena, Mon- 
tana, on October 14, 1941, there be- 
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ing present Austin B. Middleton, 
Chairman, Commissioner Horace F. 
Casey, and Commissioner Paul T. 
Smith, there regularly came before the 
Commission for final action the mat- 
ters and things involved in Dockets 
Nos. 3068, 3069, and 3070 and report 
and order No. 1752, supra, and the 
litigation resulting therefrom; and it 
appearing that the Commission has this 
day issued its report, findings of fact, 
and conclusions of law, which are 
hereby referred to and of this order 
made a part, and all the matters and 
things involved having been fully in- 
vestigated and the Commission being 
fully advised in the premises; 

It is ordered: 

1. That said Report and Order No. 
1752 in Dockets Nos. 3068, 3069, and 
3070, and each and every finding and 
order therein, be, and the same is here- 
by vacated and set aside. 

2. That the litigation now pending 
in the ninth judicial district of the state 
of Montana, in and for the county of 
Pondera, be settled and to that end the 
following rates for natural gas service 
at Conrad, Choteau, and Valier and 
the environs and service territory of 
each, be, and the same are hereby ap- 
proved, effective November 1, 1941: 


General Purpose Rate 
Available for: Domestic Heating, Cookin 
and Water-heating. 
Rate: 
F — 5,000 cu. ft. per month 60¢ per M 


t. 
_ 5,000 cu. ft. per month 52¢ per M 


tt. 

Next eed cu. ft. per month 45¢ per } 
Cu; It, 

Next oes cu. ft. per month 42¢ per 
cu. ft. 

Next _— cu. ft. per month 37¢ per } 


Geet 300,000 cu. ft. per month 32¢ per 
ae Payment Discount: None. 
Minimum Bill: $1.59 per month. 

3. That attorney and counsel of red 
ord for the Commission, to wit: Eno 
K. Matson, be, and he is hereby ag 
thorized and directed to enter into § 
stipulation in said action with couns¢ 
for the Montana-Dakota Utilitie 
Company for judgment of dismissal 0 
the said action now pending in the said 
ninth judicial district ; that the attache 
stipulation for and of dismissal of ag 
tion, be, and the same is hereby ap 
proved, and that said attorney an 
counsel for said Commission, be, and 
he is hereby authorized and directed t0 
present said stipulation to the court, t 
secure such dismissal of litigation, t0 
carry out the settlement thereof and t9 
do and perform any and all acts that 
may be necessary or proper to carry 
out the intent hereof. : 
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SECURITIES AND EXCHANGE COMMISSION 


Re Columbia Gas & Electric Corporation 
et al. 


[File Nos. 59-33, 70-263.] 


{Re Columbia Oil & Gasoline Corporation 


[File No. 70-371.] 


Re Panhandle Eastern Pipe Line Company 


[File No. 70-387.] 
[Release No. 3078.] 


Parties, § 18 — Limited participation — Proceeding under Holding Company Act. 
Owners of substantial amounts of stock in corporations involved in a 
proceeding instituted before the Securities and Exchange Commission un- 
der provisions of the Holding Company Act may be permitted to partici- 
pate to the extent of adducing evidence, cross-examining witnesses, filing 
briefs, and presenting oral argument, subject to the provision that the 
status of a party in the proceeding is not conferred upon them. 


[October 15, 1941.] 
_~ by stockholders for authority to participate in pro- 


ceedings before the Securities and Exchange Commission; 
limited participation permitted. 


] By the Commission: Missouri- 
| Kansas Pipe Line Company, a Dela- 
] ware corporation, having filed an ap- 
] plication alleging that it is the holder 
j and owner of 42 per cent of the com- 
mon stock of Panhandle Eastern Pipe 
Line Company, and requesting per- 
mission to adduce evidence, cross-ex- 
amine witnesses, file briefs, present 
oral argument, and generally to be 
heard in connection with this proceed- 
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ing in so far as it affects Panhandle 

Eastern Pipe Line Company ; and 
William H. Danforth, having filed 
an application alleging that he is the 
legal and beneficial owner of 98,756 
shares of the common stock of Colum- 
bia Oil & Gasoline Corporation, and a 
trustee of a trust holding 25,934 addi- 
tional shares of said common stock, 
and requesting permission to intervene 
in this proceeding, or, in the alterna- 
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tive, to be heard and to participate in 
the proceeding to the extent of receiv- 
ing copies of all papers served by or 
upon the parties hereto, introducing 
evidence, cross-examining witnesses, 
objecting to evidence heretofore of- 
fered and incorporated in this proceed- 
ing or hereafter offered, and the right 
to file briefs and present oral argu- 
ment; and 

Abner Goldman, having filed an ap- 
plication alleging that he is the owner 
of 500 shares of the common stock of 
Columbia Gas & Electric Corporation, 
and requesting the right to participate 
in this proceeding, to adduce evidence, 
cross-examine witnesses, present writ- 
ten and oral argument, and be heard 
generally in connection therewith, so 
far as the same concerns the exchange 
by Columbia Gas & Electric Corpora- 
tion of certain shares of preferred 
stock for the securities of certain whol- 
ly-owned subsidiaries of Columbia Oil 
& Gasoline Corporation ; and 

The Commission having heard ar- 
gument on the aforementioned appli- 
cations and with respect to the order 
in which evidence should be presented 
in the consolidated proceeding, and 
being of the opinion that the requests 
of the above-named applicants should 
be granted to the extent hereinafter in- 
dicated, and deeming it necessary and 
appropriate that evidence should first 
be presented with respect to the issues 
arising under § 11(b)(1) of the Pub- 
lic Utility Holding Company Act, 15 
USCA § 79k (b) (1); 

It is ordered that Missouri-Kansas 
Pipe Line Company be, and it hereby 
is, granted the limited right to partici- 
pate in this proceeding to the extent of 
adducing evidence, cross-examining 
witnesses, filing briefs, and presenting 
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oral argument, provided, however, that 
this order shall not confer upon Mis 
souri-Kansas Pipe Line Company the 
status of a party to this proceeding 
and 

It is further ordered that the appli 
cation of William H. Danforth, in so 
far as it requests permission to inter 
vene be, and it hereby is, denied, with- 
out prejudice, however, to the limited 
right of the said William H. Danforthj 
to participate in this proceeding to the 
extent of adducing evidence, cross-ex- 
amining witnesses, filing briefs, and 
presenting oral argument, provided,| 
however, that this order shall not con- 
fer upon William H. Danforth the} 
status of a party to this proceeding;) 
and 

It is further ordered that Abner} 
Goldman be, and he hereby is, granted| 
the limited right to paritcipate in this] 
proceeding to the extent of adducing 
evidence, cross-examining witnesses, | 
filing briefs, and presenting oral ar- 
gument, provided, however, that this 
order shall not confer upon Abner} 
Goldman the status of a party to this] 
proceeding ; and 

It is further ordered that upon the 
resumption of hearings in this pro-} 
ceeding, evidence bearing upon the is- } 
sues raised under § 11(b)(1) of the} 
act shall first be introduced and that 
thereafter evidence relating to the re- 
maining issues in the proceeding shall 
be introduced in accordance with the 
further direction of the Commission. 

Counsel for Columbia Oil & Gaso- 
line Corporation having indicated to 
the Commission at oral argument that | 
additional time would be necessary in 
order to make adequate preparation 
for the presentation of evidence with 
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respect to the issues raised under § 11 
(b)(1) of the act; and the Commis- 
sion deeming it appropriate to grant 
an adjournment to permit such prep- 


in this matier be adjourned to ten 
o'clock in the forenoon of October 28, 
1941, at the same place and before the 
same officer of the Commission as 


aration ; 
It is further ordered that hearings 


specified in the notice and order of the 
Commission, dated August 25, 1941. 





SECURITIES AND EXCHANGE COMMISSION 


Re Louisville Gas & Electric Company 
(Kentucky) 


[File No. 70-405, Release No. 3086.] 


Security issues, § 13.2 — Exemption under Holding Company Act — Subsidiary 
company. 
1. A subsidiary of a registered holding company should be granted an ex- 
emption under § 6(b) of the Holding Company Act, 15 USCA § 79f(b), 
for the issuance and sale of common stock to reimburse the treasury for 
expenditures made in the course of a plant expansion program, as solely 
for the purpose of financing the business of the subsidiary, p. 334. 


1€SSES, | 
‘al ar- 
it this 
A bner | 
o this 


Security issues, § 110 — Price of common stock — Book cost and earnings. 


2. A price of $23.50 per share for common stock to be issued and sold 
by a subsidiary of a registered holding company was held not to be outside 
a reasonable range, although the Commission was not obligated to find 
affirmatively that the price was fair, where after the proposed issuance 
the book equity would be about $17 a share on the total number of shares 
outstanding, but after adjustment the book equity would be about $9 a 
share, while earnings were such that the stock would yield 134 times earn- 
ings, p. 334. 


Security issues, § 112 — Exemption from competitive bidding. 


3. Submission of a common stock issue by a subsidiary of a registered hold- 
ing company to competitive bidding was held not necessary or appropriate 
in the public interest or for the protection of investors or consumers, where 
there was no underwriting, no dealing with friendly bankers on terms 
which might be less than arm’s length, and the company was willing to sell 
to all.who would buy, and where, moreover, the Commission was satisfied 
that competitive bidding was not necessary for the Commission to deter- 
mine that the issuer was receiving adequate consideration, while the com- 
pany desired to avoid the payment of an underwriting fee by marketing 
the shares locally, p. 339. 


[October 22, 1941.] 
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PPLICATION by subsidiary of holding company for exemption 
A of common stock issue under § 6(b) of the Holding Com- 
pany Act and for exemption from competitive bidding require- 

ments under Rule U-50; granted. 


APPEARANCES: David K. Kadane 
and E. M. Calkin, for the Securities 
and Exchange Commission; Charles 
W. Milner, Crawford, Middleton, Mil- 
ner & Seelbach, Louisville, and J. R. 
Clerkin, Chicago, for Louisville Gas 
and Electric Company. 


By the Commission: The applica- 
tion at hand was filed by Louisville 
Gas and Electric Company, a Kentuc- 
ky corporation (sometimes to be re- 
ferred to as the Kentucky Company or 
Louisville), which seeks, under § 6(b) 
of the Holding Company Act, 15 
USCA § 79f(b), an exemption from 
the provisions of § 6(a) for the issu- 
ance and sale by it of 150,000 shares 
of common stock. The Kentucky 
Company has set a price of $23.50 per 
share for the stock, and plans to sell 
the shares to any who will buy, with a 
concession to registered dealers who 


¥ 


sign a dealer contract, in the amount. 


of 75 cents per share on all shares 
bought by such dealers. There would 
be no underwriting. 

The Kentucky Company has also re- 
quested us to make a finding, pursuant 
to Rule U-50 (a)(5) exempting the 
issuance and sale of these securities 
from the competitive bidding require- 
ments of Rule U-50(b) and (c). 
Representatives of certain securities 
dealers in the city of Louisville ap- 


peared at the public hearing, which was | 
held after appropriate notice, and ob- | 
jected to the granting of the exemp- | 
tion from competitive bidding. They | 
filed a written request for oral argu- | 
ment before us on that issue, which | 
request was granted and the oral argu- | 
ment was held. We reserved decision | 
on the requested exemption from com- | 
petitive bidding. ; 

Thus, we are faced with applications : 
for exemption under § 6(b) and Rule | 
U-50(a)(5) as well. 


The Application under § 6 (b) 


[1, 2] Section 6(b) of the act, j 
pursuant to which the application here- | 


in was filed, provides that the Commis- | 
sion shall exempt from the provi- | 
sions of § 6(a) “subject to such 
terms and conditions as it deems ap- | 
propriate in the public interest or for | 
the protection of investors or consum- : 
ers” the issue and sale of any security 
—‘“by any subsidiary company of a § 
registered holding company, if the is- | 
sue and sale of such security are solely | 
for the purpose of financing the busi- 
ness of such subsidiary company and 
have been expressly authorized by the 
state Commission of the state in which 
such subsidiary company is organized 
and doing business. e 


The applicant is a Kentucky corpo- 
ration doing business in Kentucky, 





1 Licenses as securities salesmen are being 
applied for by some seven of the Kentucky 
Company’s employees; the company stated 
that it may obtain licenses for other present 
employers, but it has stipulated that it will 
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not employ securities salesmen who are not 
now employed by the company, without filing 
an amendment to the application now before 
us, 
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They : 
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RE LOUISVILLE GAS & ELECTRIC CO. 


and the Public Service Commission of 
Kentucky entered an order on Septem- 
ber 16, 1940, “that the company be 
and it hereby is authorized to issue and 
sell at not less than $20 per share” the 
150,000 shares of common stock. 

The Kentucky Company is engaged 
in a plant expansion program, which 
we describe below. The proceeds of 
the sale of the securities here involved 
would be used to reimburse the treas- 
ury for expenditures made in the 
course of that plant expansion pro- 
gram. Therefore, the issue and sale 
of these securities “are solely for the 
purpose of financing the business” of 
the Kentucky Company. Thus, the 
requirements of the third sentence of 
§ 6(b) are met, and the only question 
before us in connection with the ap- 
plication for exemption is, what terms 
and conditions do we deem appro- 
priate in the public interest or for the 
protection of investors and consum- 
ers? 

The Kentucky Company operates 
electric and gas utility assets in and 
around the city of Louisville, Kentuc- 
ky. It has two wholly owned subsid- 
iaries, one of which owns a natural 
gas pipe line, and the other owns 41 
miles of an 82-mile transmission line 
connecting the company’s electric prop- 
erties with an electric utility system in 
Ohio. The Kentucky Company also 
has a substantial investment in Ken- 
tucky West Virginia Gas Company, 
which produces and transports natural 
gas to the Kentucky Company’s gas 
distribution system. 

As of July 21, 1941, the Kentucky 
Company had the following capitaliza- 
tion : 
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Per Cent 
of Total 
Funded Debt: 
First mortgage bonds, 
due 9/1/66 $28,000,000 42.84 
Underlying bonds, due 


4/1/53 1,009,000 = 1.54 


$29,009,000 44.38 
Preferred Stock: 
780,792 shares, $25 
par, 20,000 shares, 
$100 par 
Common Stock: 
883,839 shares, no par 
value 


21,519,800 32.93 


13,257,585 20.28 
1,577,360 2.41 


$65,363,745 100.00 


The book equity per share of com- 
mon stock was thus $16.78 as of July 
31, 1941, and allowing for surplus 
charges arising through the property 
reclassification, the amount is approx- 
imately $16.57 per share. 

All of the presently outstanding 
883,839 shares of no par common stock 
(except 678 shares) are owned by 
Louisville Gas and Electric Company 
(a Delaware corporation), which is a 
registered holding company owning 


‘ also, as its only other investment, all 


the securities of Madison Light and 
Power Company which operates an 
electric utility system in Indiana across 
the Ohio river from Louisville. This 
investment of the Delaware Company 
is relatively minor compared with its 
investment in the Kentucky Company. 
The Delaware Company is a subsidiary 
of Standard Gas and Electric Com- 
pany, a registered holding company 
and a subsidiary of Standard Power 
and Light Corporation, also a regis- 
tered holding company. 

The Kentucky Company is engaged 
in a plant expansion program involv- 
ing the expenditure of approximately 
$7,000,000 in 1941 and $3,000,000 in 
1942. Approximately $7,000,000 of 
the $10,000,000 program will be re- 
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quired to be raised with new money, 
the balance being supplied out of non- 
cash items in the income account, such 
as accruals for depreciation and amor- 
tization. In May, 1941, at the time of 
the refunding of its preferred stock, 
the company represented that it would 
raise the $7,000,000 of new money by 
selling common stock, except that tem- 
porary bank loans might be made from 
time to time maturing not later than 
July 1, 1943, prior and preparatory to 
the sale of said common stock. The 
present endeavor of the company to 
sell 150,000 shares of its common stock 
is intended to be in partial fulfillment 
of that undertaking. Of the remain- 
ing sums, the company has obtained 
$3,150,000 by borrowing from banks 
on short term loans ; the company plans 
to retire these bank loans by the sale 
in the future of additional common 
stock, in accordance with its under- 
taking. 


The Assets of the Kentucky Company 


Prior to certain accounting transac- 
tions which we describe below, the 
Kentucky Company carried its utility 
plant on its books at $70,874,819. 
Coincident with a study of the staff 
of the Public Service Commission of 
Kentucky, the company made a study 
of the original cost of its fixed capital, 
which it reported to be $56,704,034.68 
as of January 1, 1937. The company 
submitted to the Kentucky Commis- 
sion, in connection with proceedings 
relating to the present issue of common 
stock, certain accounting entries in- 
tended to inaugurate a program for the 
disposition of the presently estimated 
difference between the original cost of 
its properties when first devoted to 
public service, and the cost to the 
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company thereof. The Kentucky 
Commission approved the proposed ac- 
counting entries, although the record 
before that Commission shows that it 
understands that a final disposition of 
the matter was not being made, and 
jurisdiction was not being lost in re- 
gard thereto. 

The following accounting entries 
were included in those submitted to the 
Kentucky Commission : 

(1) $252,606.91 classified as Ac- 
count 107, Plant Adjustments, is to be 
disposed of in 1941 by charging $46,- 
239.94 to depreciation reserve and 
$206,366.97 to earned surplus. 

(2) Anet amount of $6,547,420.28 
was recorded in Account 100.5, Plant 
Acquisition Adjustment; of _ this 
amount, $649,281.21 is to be present- 
ly disposed of by charging $496,549.03 
to Depreciation Reserve, $3,144.56 to 
Income Deductions, and $149,587.62 
to other accounts, leaving a balance in 
Account 100.5 in the amount of $5,- 
898,139.07. 

(3) Of this amount, $2,119,859.20 
is to be proportionately charged to De- 
preciation Reserve as units of proper- 
ty are retired from plant in service; 
the remaining $3,778,279.87 is to be 
amortized over a 25-year period, in 
the amount of $151,200 annually, 
charged to Miscellaneous Income De- 
ductions. 

After making these accounting en- 
tries, the properties of the Kentucky 
Company are stated on its pro forma 
balance sheet as of July 31, 1941 as 


follows: 


Tangible property stated at orig- 
inal cost 

Plant Acquisition Adjustments 
(Account 100.5) 


$63,674,843.08 
5,898,139.07 


$69,572,982.15 
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RE LOUISVILLE GAS & ELECTRIC CO. 


As of July 31, 1941, the deprecia- 
tion reserve (after the present charges 
thereto which we have described 
above) was $10,456,787.10, or ap- 
proximately 15.03 per cent of utility 
plant including the Plant Acquisition 
Adjustment account. If one subtracts 
from the depreciation reserve the $2,- 
119,859.20 which will ultimately be 
used in writing off that amount in the 
Plant Acquisition Adjustment ac- 
count, the remaining depreciation re- 
serve Of $8,336,927.90 is approximate- 
ly 13.09 per cent of tangible property 
stated at original cost. 

The investments of the Kentucky 
Company, carried on its books pro 
forma as at July 31, 1941, in the 
amount of $4,852,351.46, do not ap- 
pear to reflect write-ups on the books 
of the Kentucky Company. 

As of the same date, deferred 
charges on the balance sheet of the 
Kentucky Company aggregated $4,- 
376,217.34, which included $4,019,- 


929.80 of unamortized debt discount ' 


and expense. This debt discount and 
expense is in process of amortization 
on a straight-line basis in the annual 
amount of $160,227, which is over the 
life of the $28,000,000 of bonds pres- 
ently outstanding, issued in September 
1936, due September 1, 1966. The 
remaining bonds of the company, pres- 
ently outstanding in the amount of 
$1,009,000 mature April 1, 1953. 

As of September 1, 1936, the un- 
amortized debt discount and expense 
was $4,805,719.15. Of that total, 
$2,599,623 was applicable to the two 
issues now outstanding; $1,821,072 
was applicable to the issues refunded 
by the 34 per cent bonds issued in Sep- 
tember 1936, the maturity dates of 
which refunded bonds were 1952 and 
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1961; $317,169 was applicable to an 
issue refunded in 1931, the maturity 
date of which was 1954; and $67,- 
855 was applicable to two issues which 
had been retired a short time before 
their maturity date. 


As we have stated, book equity of 
the present common stock as at July 
31, 1941, was stated to be approxi- 
mately $16.78 per share, aggregating 
$14,834,945.21, or $16.57 per share, 
giving effect to present disposition 
against earned surplus of plant re- 
classification items. After the pro- 
posed issuance, assuming net proceeds 
to the company of $22.75 per share, 
the book equity would be $17.45 per 
share on the total number of shares 
outstanding. Thus, the book value of 
the 883,839 shares presently outstand- 
ing would be increased in the amount 
of 88 cents per share, a total of $777,- 
800. Stating it another way, of the 
$3,525,000 paid by the purchasers of 
the new shares, some $777,800 would 
increase the book equity behind the 
present shares. 

However, if subtraction is made for 
the Plant Acquisition Adjustment 
Account*® and deferred charges, the 
book equity of the present shares of 
common stock would be $7.32 per 
share, which would increase to $9.56 
per share after the issuance of the ad- 
ditional shares netting to the company 
$22.75 per share. Thus, on this basis 
the book equity of the shares of stock 
presently being sold would be $13.94 
less than the sale price; on the 150,000 
shares presently being sold, netting to 

2 This does not include $601,000 which the 
Federal Power Commission disallowed as part 
of the “actual legitimate original cost” of a hy- 
dro project, and ordered to be charged to 


earned surplus; the order is being contested 
by the company in the circuit court of appeals. 
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the company $3,412,500, there would 
be applicable $2,091,000 to the book 
value of the shares of stock presently 
outstanding and_ substantially all 
owned by the Delaware Company. 


The Earning Power of the Kentucky 
Company 


The net income of the Kentucky 
Company for the year 1940 was ap- 
proximately $2,804,000, which is to 
be compared with $2,789,000 in 1939 
and $2,577,000 in 1938. Inasmuch 
as the company refunded its preferred 
stock in May of this year, we will ad- 
just the earnings figures of its com- 
mon stock to give effect to the refund- 
ing over a 12-month period. The 
dividend requirement on the presently 
outstanding preferred stock is $1,- 
075,990 per annum, so that the adjust- 
ed corporate earnings applicable to 
common stock were $1,728,010 in 
1940, $1,713,010 in 1939, and $1,- 
501,010 in 1938. For the twelve 
months ending July 31, 1941, adjusted 
earnings available for common stock 
were $1,697,747.89. This earnings 
figure is on the basis of the tax rates 
imposed by the Revenue Act of 1941. 
This amounts to $1.92 per share on 
the basis of the shares presently out- 
standing, or $1.64 per share on the 
basis of the shares which would be 
outstanding after the proposed issu- 
ance. 

In 1936 the company experienced a 
severe flood loss which it has since 
been amortizing as an income deduc- 
tion at the rate of $250,000 per an- 
num. This amortization is due to ex- 
pire at the end of this year, at which 
time there will commence the amorti- 
zation of the Plant Acquisition Ad- 
justments Account in the amount of 
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$151,200 per annum. The difference 
of approximately $100,000 per annum 
amounts to slightly less than 10 cents 
per share on the shares which will be | 
outstanding after the proposed issu- 
ance. 

The $10,000,000 plant expansion | 
program, which covers mostly enlarge- 
ment of generating capacity, will of 
course materially improve the com- | 
pany’s properties and should be re- | 
flected in increased earnings, the 
amount of which, however, cannot be 
gauged with any precision. The earn- | 
ings figures which we have cited above | 
do not include any allowance for such 
increased earnings. 

If the Kentucky Utilities Commis- 
sion or the Federal Power Commission 
ultimately require a revision of the 
company’s proposed treatment of its 
Acquisition Adjustment Account, and 
order an increased amortization, this 
would have an adverse effect on the 
future reported earnings on the com- 
mon. stock. 


Price and Spread 


The board of directors of the Ken- 
tucky Company has set a price for the 
stock of $23.50 per share. At this 
price, and assuming a continuation of 
the present dividend of $1.50 per share, 
the stock would yield 6.38 per cent. 
There is a 5-mill tax on the value of se- 
curities imposed on the holders of se- 
curities who are residents of Kentuc- 
ky, which tax is not applicable to hold- 
ings of securities of corporations 
which have 75 per cent of their prop- 
erty in the state of Kentucky, and thus 
the Louisville common stock would 
have an advantage to Kentucky resi- 
dents over the common stocks of non- 
Kentucky corporations. 
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As we have stated, the earnings per 
share on the common stock including 
the shares to be issued, giving effect to 
a full year’s dividends on the preferred 
stock presently outstanding and sub- 
stituting the $151,000 per annum 
amortization of the Acquisition Ad- 
justment Account in place of the 
$250,000 amortization flood loss, are 
$1.74 per share for the twelve months 
ended July 31, 1941. The proposed 
price is 134 times these earnings. 

The issuer in this case is a Kentucky 
corporation, operating utility proper- 
ties in Kentucky. The issuance of this 
block of stock has been approved by 
the Kentucky Commission, and the 
issuer plans to sell the securities most- 
ly in Kentucky. 

There is a serious probability that 
the Delaware Company will be wound 
up in the near future. Whatever 
methods were pursued, this may great- 
ly enlarge the floating supply of Louis- 
ville common stock but the effect there- 


of on the market price of the shares’ 


we cannot undertake to predict. 

The immediate problem before us 
is what terms and conditions we should 
impose under § 6(b). Here, that mat- 
ter resolves primarily into questions 
as to the price. The company is en- 
titled to its exemption under § 6(b), 
and our problem is whether the price 
bears such a relation to the whole pro- 
gram before us as to require the im- 


position of terms and conditions. We 
are not obligated to find affirmatively 
that the price is fair; we do find, how- 
ever, that the price is not outside a 
reasonable range. We conclude that 
no special term or condition is required 
by reason of the price at which the 
security is proposed to be offered. 
But we do believe that the prospec- 
tive purchasers of the stock should be 
informed as to certain of the matters 
we have discussed, and accordingly 
we will impose as a condition to our 
order that the company set forth in, 
or append to, its prospectus a copy of 
our findings and opinion or such select- 
ed portions thereof as we may ap- 
prove. The order will also be subject 


to the usual conditions provided in 
Rule U-24. 


The Exemption Application under 


Rule U-50 


[8] As we have stated, the Ken- 
tucky Company has requested an ex- 
emption from the competitive bidding 
requirements of Rule U-50(b) and 
(c). Rule U-50 by its terms is appli- 
cable to “every declaration and appli- 
cation regarding the issuance or sale 
of any securities of, or owned by, any 
registered holding company or subsid- 
iary company thereof” with four spe- 
cific exemptions, and a general exemp- 
tion provided in Rule U-50(a) (5), 
which we set forth below.® 





8“The issuance or sale of securities as to 


which the Commission finds that compliance 
with paragraphs (b) and (c) hereof with 
respect to such issuance or sale is not (A) ap- 
propriate to aid the Commission (in carrying 
out the provisions of § 7 of the act) to deter- 
mine whether the fees, commissions, or other 
remuneration to be paid directly or indirectly 
in connection with the issue, sale, or distribu- 
tion of such securities are reasonable, or 
whether any term or condition of such issue 
or sale is detrimental to the public interest or 
the interest of investors or consumers; or (B) 
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appropriate in the public interest or for the 
protection of investors or consumers as a con- 
dition to the exemption of such issuance or 
sale from the provisions of § 6(a) of the act, 
or to aid the Commission (in carrying out 
the provisions of § 6(b) of the act) to deter- 
mine such terms and conditions as it may be 
appropriate to impose in the public interest or 
for the protection of investors or consumers 
in exempting such issuance or sale from the 
provisions of § 6(a) of the act; or (C) neces- 
sary or appropriate in the public interest or 
for the protection of investors or consumers to 
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The question for decision is whether 
the company has brought itself within 
that general exemption. For the rea- 
sons stated below we find that submis- 
sion of the issue to competitive bidding 
is not “necessary or appropriate in the 
public interest or for the protection of 
investors or consumers to assure the 
maintenance of competitive conditions, 
(or) the receipt of adequate considera- 
tion.” As there is to be no underwrit- 
ing, we do not have a case where the is- 
suer is dealing with friendly bankers 
on terms which may be less than arm’s 
length; and as the company is willing 
to sell to all who will buy, we do not 
believe that competitive bidding is nec- 
essary in this case to “assure the main- 
tenance of competitive conditions.” 
Moreover, we are satisfied that com- 
petitive bidding is not necessary for us 
to determine in this case that the issuer 
is receiving adequate consideration. 


The company desires to avoid the 
payment of an underwriting fee.* We 
find no appropriate basis for disap- 


proving this. Moreover, the company 
wishes to market the shares locally, 
which we think is in line with the ob- 
jectives of the act. 

At the oral argument before us on 
the competitive bidding question, rep- 
resentatives of Louisville dealers pro- 
tested against the company’s method 
of distributing these shares. How- 
ever, the record indicates that as a 
measure of codperation with the deal- 
ers, the company was willing if it re- 
ceived substantial codperation from 
local dealers to put the names of the 


dealers on its prospectus as well as its 
advertisements and letters to stock- 
holders advising of the offering, and to 
confine its activities to receiving such 
orders as may come to the company 
offices. The company has insisted, 
however, that it retain the right to en- 
gage actively in selling the stock if it 
should seem to it proper to do so in | 
the future. Under these circumstances 
we feel that the applicant has estab- | 
lished conformity with the require- 
ments of the rule, and that no further 
terms or conditions should be imposed 
under § 6(b). 


ORDER 


Louisville Gas and Electric Com- 
pany, a Kentucky corporation and a 
subsidiary of a registered holding com- 
pany, having filed an application and 
amendments thereto pursuant to the 
third sentence of § 6(b) of the Public 
Utility Holding Company Act of 1935 
and Rule U-50 promulgated under 
said act, with respect to the following: 

(1) The issue and sale by said 
company of 150,000 shares of com- 
mon stock at a price to the public of 
$23.50 per share, said sale to take 
place in the manner provided in said 
application ; and 

(2) Exemption of such issue and 
sale from the provisions of Rule U-50 
(b) and (c); 

Public hearings having been held 
after appropriate notice and the Com- 
mission having considered the record 
in this matter and having made and 
filed its findings herein; 





assure the maintenance of competitive condi- 
tions, the receipt of adequate consideration or 
the reasonableness of any fees or commissions 
to be paid with respect to sales of securities 
subject to § 12(d) of the act. Such a finding 
may be made in connection with the declara- 
tion or application regarding such issuance or 
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sale, or upon a separate application for such 
a finding.” 

4 See, for a statement as to past spreads on 
sales of common stock, references in Re West 
Penn Power Co. (1940) 7 SEC 69, 82, 34 
PUR(NS) 36. 
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It is ordered that the said applica- that the applicant includes in, or ap- 
tions, as amended, be and they hereby pends to, the prospectus relating to 
are approved subject, however, to the said sale, a copy of our findings and 
terms and conditions prescribed in opinion herein or such extracts there- 
Rule U-24, and provided, however, from as we may approve. 





SECURITIES AND EXCHANGE COMMISSION 


Re Virginia Electric & Power Company 


[File No. 31-507.] 


Re Gulf States Utilities Company 


[File No. 31-506.] 
[Release No. 2791.] 


Intercorporate relations, § 19.21 — Holding company regulation — Status of gas 
operations of electric company. 

1. The Securities and Exchange Commission, in considering applications 
of electric utility companies operating gas properties independently of their 
electric properties to be declared not to be gas utility companies under 
§ 2(a) (4) of the Holding Company Act, 15 USCA § 79b (a) (4), 
must find that the conditions specified in both Clauses (A) and (B) of that 
section exist before it can make such a declaration, where the applicants 
are companies falling within the primary definition of “gas utility com- 
panies,” p. 346. 


Intercorporate relations, § 19.21 — Holding company regulation — Status as 
gas company — Amount of distribution. 

2. Clause B of § 2(a) (4) of the Holding Company Act, 15 USCA § 79b 
(a) (4), is concerned principally with the quantum of gas distributed 
to consumers at retail, although a comparison of gas revenues with the 
total revenues of companies seeking to be declared not to be gas utility 
companies under § 2(a) (4) of the act is of some relevance in arriving at 
a determination under Clause (B) of that section, p. 347. 


Intercorporate relations, § 19.21 — Holding company regulation — Status as 
gas company — Comparison of operations. 

3. The Securities and Exchange Commission, in passing upon applications 
of electric utility companies operating gas properties independently of their 
electric properties to be declared not to be gas utility companies under 
§ 2(a) (4) of the Holding Company Act, 15 USCA § 79b (a) (4), did 
not think it pertinent to compare gas operations of the applicants with 
the operations of the entire gas industry of the country, or to compare 
the size of the areas served by the applicant’s gas departments with the 
areas served by their electric departments, p. 348. 
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Intercorporate relations, § 19.21 — Holding company regulation — Status as gas 
company — Effect of subsidiary status. 

4. The Securities and Exchange Commission rejected the argument that 
electric utility companies, operating gas properties independently of their 
electric properties and seeking to be declared not to be gas utility com- 
panies under § 2(a) (4) of the Holding Company Act, 15 USCA § 79b 
(a) (4), are subsidiaries of a registered holding company and will, there- 
fore, be subject to all of the regulatory purposes of the act, even if declared 
not to be gas utility companies, and that the integration purposes of the 
act under § 11, 15 USCA § 79k, will be served in the same degree as if the 
companies were to remain gas utility companies, since the gas properties 
cannot be retained in the system under the second “incidental business” 
clause of § 11(b) (1) unless they qualify under a public interest pro- 
vision in that clause similar to that contained in Clause (B) of § 2(a) 
(4), p. 349. 


Intercorporate relations, § 19.21 — Holding company regulation — Status as gas 
company. 

5. The Securities and Exchange Commission, in passing upon applications 
of electric utility companies operating gas properties independently of their 
electric properties to be declared not to be gas utility companies under § 2 
(a) (4) of the Holding Company Act, 15 USCA § 79b (a) (4), must 
consider the impact that the requested declarations would have upon all 
the underlying purposes of the act, p. 349. 


Intercorporate relations, § 19.21 — Holding company regulation — Status as 
gas company — Extent of operations. 


6. The applications of electric utility companies, operating gas properties 
independently of their electric properties, to be declared not to be gas util- 
ity companies under § 2(a) (4) of the Holding Company Act, 15 USCA 
§ 79b (a) (4), must be denied as not satisfying the conditions of Clause 
B of that section where the annual rate of retail gas sales of both appli- 
cants amounts to over $1,000,000 in one case and to about $600,000 in 
the other case, where the gas operations are sizable and in no way deriva- 
tive of, or necessarily complementary to, the other operations of the ap- 
plicants, and where each renders gas service to a large community and each 
furnishes the only gas service in such community, p. 350. 


[June 3, 1941.] 


PPLICATION by electric utility companies operating gas prop- 
A erties independently of their electric properties for order 
declaring them not to be gas utility companies under § 2(a) (4) 

of the Holding Company Act; denied. 


¥ 


APPEARANCES: William E. Tuck- Public Utilities Division of the Com- 
er, of Mudge, Stern, Williams & mission. 
Tucker, and T. Justin Moore, of Hun- By the Commission: Virginia 
ton, Williams, Anderson, Gay &  flectricand Power Company and Gulf 
Moore, for applicants; Harlow B. States Utilities Company, subsidiaries 
Lester, and James Fishgrund, of the of Engineers Public Service Compa- 
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ny,' a registered holding company, 
have filed applications pursuant to 
§ 2(a) (4) of the Public Utility Hold- 
ing Company Act of 1935, 15 USCA 
§ 79b (a) (4), to be declared not to be 
gas utility companies within the mean- 
ing of that section of the act. 

In the registration statement of 
Engineers filed under the Holding 
Company Act of 1935, each of the 
applicants is reported as both an elec- 
tric and gas utility company. On 
February 28, 1940, the Commission 
issued a notice of, and order for, hear- 
ing pursuant to § 11(b) (1) of the 
act, 15 USCA § 79k (b) (1) against 
Engineers Public Service Company 
and its subsidiaries. That proceeding 
is now pending before us. On Janu- 
ary 10, 1941, the Commission held in 
the Columbia Gas & Electric Corpora- 
tion*® Case that electric utility prop- 
erties and gas utility properties to- 
gether could not constitute one inte- 
grated public utility system within the 
meaning of § 2(a) (29) of the act. 
Accordingly, it became clear that if a 
respondent in an § 11(b) (1) pro- 
ceeding desired to retain gas proper- 
ties, in addition to the electric proper- 
ties chosen as the principal system for 
purposes of that section, such gas 
properties could be retained only if 
they qualified as an additional system 
or systems under the standards of 
Clauses (A), (B), and (C) of § 11 


(b) (1), or (provided they are not 
utilities) only if they qualified unde 
the second “incidental business” pro- 
vision of that section.* It is the ad- 
mitted purpose of the applicants herein 
to seek to obtain a declaration under 
§ 2(a) (4) that they are not gas util- 
ity companies under the act in order 
that Engineers and other respondents 
in the § 11(b) (1) proceeding may 
contend that the gas properties are 
qualified for retention in the system 
as incidental businesses under the sec- 
ond “incidental business” provision of 


§ 11(b) (1). 


Virginia Electric and Power 
Company 

Virginia is engaged in the genera- 
tion, transmission, and distribution of 
electric energy in eastern Virginia and 
northeastern North Carolina, and the 
manufacture and distribution of gas 
in the cities of Norfolk and South 
Norfolk, Virginia, and vicinity. Vir- 
ginia also operates extensive railway 
and bus facilities in the same terri- 
tories.‘ The gas utility properties in 
Norfolk were originally owned by the 
City Gas Company of Norfolk and its 
predecessors. In 1899 Norfolk Rail- 
way and Light Company acquired the 
electric properties of the Electric Com- 
pany of Virginia and in the following 
year acquired the controlling interest 
in the City Gas Company of Norfolk. 





1 Hereafter in this opinion Virginia Electric 
and Power Company, Gulf States Utilities 
Company and Engineers Public Service Com- 
pany will be referred to as “Virginia,” “Gulf,” 
and “Engineers,” respectively. 

2 (1941) 8 SEC, — 37 PUR(NS) 288, 
Holding Company Act Release No. 2477. See 
also discussion in Re United Gas Improv. Co. 
(1941) 8 SEC —, Holding Company Act Re- 
lease No. 2692, appendix G 

8 This provision reads as follows: 

“The Commission may permit as reasonably 
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incidental, or economically necessary or ap- 
propriate to the operations of one or more 
integrated public utility systems the retention 
of an interest in any business (other than the 
business of a public utility company as such) 
which the Commission shall find necessary or 
appropriate in the public interest or for the 
protection of investors or consumers and not 
detrimental to the proper functioning of such 
system or systems.” 

4The company also sells electric and gas 
appliances and operates a small ice business in 
Williamsburg, Virginia. 
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In 1925 Engineers acquired control 
of Virginia Railway and Power Com- 
pany which then controlled Norfolk 
Railway and Light Company. In a 
series of mergers beginning in 1927, 
the various properties were merged in- 
to Virginia Electric and Power Com- 
pany which now operates the three de- 
partments, gas, electric, and transpor- 
tation. 

The gas system of Virginia is the 
only gas system serving Norfolk, Vir- 
ginia. It is the largest privately 
owned gas system in the state, the only 
larger gas system therein being operat- 
ed and owned by the city of Richmond. 
As of December 31, 1939, Virginia 
served about 26,360 gas customers 
in the area having a population of ap- 
proximately 157,000, and as of De- 
cember 31, 1940, served about 28,370 
gas customers in the same area. This 
represented an increase of 7.6 per cent 


in the number of customers during the 
year 1940. During 1940 Virginia dis- 
tributed 1,009,674 thousand cubic feet 
of gas, of which only 72,212 thousand 
cubic feet were distributed to six large 
industrial and commercial customers. 
The balance was distributed at retail. 

As shown by the table set out below, 
gross revenues of the gas department 
represented about 5 per cent of the 
over-all gross operating revenues of 
the company for 1940,° and were equal 
to 7.1 per cent of the gross operating 
revenues of the electric department; 
net operating revenues of the gas de- 
partment represented about 4.75 per 
cent of the over-all net operating reve- 
nues of the company, and were equal 
to 5.8 per cent of the net operating 
revenues of the electric department. 
The table also shows a sizable increase 
in gas revenues in the year 1940 as 
against the year 1939. 


Virginia Electric and Power Company Income Statement & 


Year 
1940 


$14,909,800 
1,054,987 
2,447,109 
2,580,317 


Operating Revenues 
Electric 


Year Year 


1939 1938 1937 


$13,774,999 $12,799,179 $12,442,321 
947632 940;890 903,315 
2,285,589 2,198,659 2,272,247 
2,345,806 2,238,869 2,159,498 


Year 








Total 


Operating Expenses 
Electric 


iissarsihieieie'stetwlaolisie o'siereia'eters $20,992,213 


$5,479,876 
507,085 
1,585,694 
1,889,403 


$19,354,026 $18,177,597 $17,777,381 


$5,168,817 
435,306 
1,528,836 
1,782,032 


$4,845,804 


1,476,308 
1,806,650 


$4,637,180 
462,0 


1,402,628 
1,700,208 





$9,462,058 


Net Operating Revenues 
Electric 


$9,429,924 
547,902 
861,415 
690,914 





$8,914,991 $8,570,189 $8,202,020 


$8,606,182 
512,326 
756,753 
563,774 


$7,805,141 
41,311 
869,619 
459,290 


$7,953,375 
499,463 
722,351 
432,219 





$11,530,155 





5The percentage is slightly less (4.79) if 
only retail sales of gas are compared to the 
company’s gross operating revenues. 

6 Revenue from sales of appliances not 
shown. 
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$10,439,035 $9,607,408 $9,575,361 
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As of December 31, 1940, the utility 
plant of Virginia Electric and Power 
Company was recorded on its books 
by department as follows: 


Amount Per Cent 
veecsivceses SORU07I40 77.6 
6,051,309 6.97 
13,560,960 185 


$87,619,809 100.0 


Electric ... 


Thus, the gas department accounts 
for 6.9 per cent of the total utility 
plant of the applicant and is equal to 
about 9 per cent of the book value of 
the utility plant of the electric depart- 
ment. 


Gulf States Utility Company 


Gulf supplies electricity in southern 
Louisiana and southeastern Texas, 
and distributes natural gas at retail in 
the city of Baton Rouge, Louisiana. 
The company also operates water and 
ice businesses. The gas utility prop- 
erties in Baton Rouge, including a gas 
manufacturing plant, were originally 
owned by Baton Rouge Electric and 
Gas Company. In 1909 Baton Rouge 
Electric Company acquired these gas 
properties and the other utility prop- 
erties owned by Baton Rouge Electric 
and Gas Company. Engineers had ac- 
quired control of Baton Rouge Elec- 
tric Company by 1927 and on August 
25, 1938, caused it to transfer all of 
its properties to Gulf. 


The gas system of Gulf is the only 
one operating in its service area, 
Baton Rouge, which is the capital of 
Louisiana and the third largest city 
in the state. As of December 31, 
1939, Gulf supplied about 11,140 cus- 
tomers in an area having a population 
of approximately 64,000, and as of 
December 31, 1940, it served 12,542 
gas customers in the same area. This 
represented an increase of 8.1 per cent 
in the number of customers during the 
year 1940. During that year Gulf 
distributed 1,111,734 thousand cubic 
feet of gas, of which 310,736 thou- 
sand cubic feet were distributed to 60 
large industrial and commercial cus- 
tomers. The balance was distributed 
at retail. 


The following table shows that for 
1940 the operating revenues of the gas 
department represented 5.95 per cent 
of the gross operating revenues of the 
company ® and 6.55 per cent of the 
gross operating revenues of the elec- 
tric department ; that the net operating 
revenues of the gas department rep- 
resented 4.6 per cent of the net operat- 
ing revenues of the company and were 
equal to 4.85 per cent of the net op- 
erating revenues of the electric de- 
partment. It is also to be noted that 
the gross revenues of the gas depart- 
ment increased from $581,015 in 1939 
to $635,719 in 1940. 





7An alleged writeup of $1,677,707 in the 
book value of the gas properties made in 
1930 if taken into consideration would reduce 
this to about 5.1 per cent. 

8 The percentage is slightly less (5.19) if 
only retail sales of gas are considered. 
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Gulf States Utilities Company Comparative Income Statement 


Total 


Electric 
Department Department Department Department 


Gas Water Ice 


Year 1940 * 


Operating revenues $10,733,467.77 


$9,740,738.52 


$638,711.08 $235,375.40 $118,642.77 





$3,319,262.74 
584,278.04 
1,456,929.71 
1,683,753.74 


Operation 
Maintenance ... ae 
Depreciation 


$2,839,498.31 
506,665.00 
1,347,929.71 
1,550,060.08 


$324,663.23 
23,926.03 
38,000.00 
82,800.38 


$72,195.01 $82,906.19 
24,977.35 28,709.66 
39,000.00 32,000.00 
41,777.37 9,115.91 





Net operating revenues ... $3,689,243.54 


$3,496,585.42 


$169,321.44 $57,425.67 $34,088.99} 


Year 1939 * 


Operating revenues $10,369,096.76 


$9,391,948.94 


$582,769.78 $229,169.38 $165,208.66 





$3,242,341.68 
571,397.03 
1,411,403.19 
1,077,412.50 


Operation 
Maintenance 
Depreciation 


$2,716,897.30 
487,925.64 
1,307,403.19 
991,548.50 


$356,996.60 
21,805.91 
34,000.00 
44,672.00 


$65,946.17 
37,037.85 
35,000.00 
32,593.00 


$102,501.61 
24,627.63 
35,000.00 
8,599.00 





Net operating revenues ... $4,066,542.36 


$3,888,174.31 


$125,295.27 $58,592.36 $5,519.58} 


Year 1938 * 


Operating revenues $10,667,899.03 


$9,735,570.34 


$533,051.46 $213,247.12 $186,030.11 





$4,311,038.25 
504,388.97 
1,206,891.96 
1,210,394.80 


Operation 
Maintenance 
Depreciation 


$3,806,472.64 
445,515.59 
1,107,891.96 
1,116,349.89 


$325,198.81 
18,417.48 
29,000.00 
43,865.59 


$63,815.88 
22,156.19 
34,000.00 
30,446.03 


$115,550.92 
18,299.71 
36,000.00 
19,733.29 





++ $3,435,185.05 


Net operating revenues 


$3,259,340.26 


$116,569.58 $62,829.02 $3,553.81} 


* Revenue from sales of appliances not included. 


} Indicates red figures. 


As of December 31, 1940, the util- 
ity plant of Gulf was reported on its 
books by departments as follows: 


Amount Per Cent 


$55,070,226 92.9 
1,676,152 28 
2'547,283 43 


$59,293,661 100.0 


Application of § 2(a) (4) of the Act 

[1] As defined in § 2(a) (4) of 
the act, “gas utility company” means 
any company which owns or operates 
facilities used for the distribution at 
retail (with exceptions not pertinent 
here) of natural or manufactured gas 
for heat, light, or power. It provides 
further that the Commission, upon ap- 
plication, shall by order declare such 
40 PUR(NS) 


a company not to be a gas utility com- 
pany if the Commission finds that— 

“(A) such company is primarily 
engaged in one or more businesses 
other than the business of a gas utility 
company, and (B) by reason of the 
small amount of natural or manufac- 
tured gas distributed at retail by such 
company it is not necessary in the pub- 
lic interest or for the protection of in- 
vestors or consumers that such compa- 
ny be considered a gas utility company 
for the purposes of this title.” 

It is not disputed that both the ap- 
plicants herein are companies falling 
within the primary definition of “gas 
utility company.” Thus, before we 
could declare that the applicants are 
not gas utility companies it would be 
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necessary for us to find that the condi- 
tions specified in both Clauses (A) 
and (B) exist. 

We think it doubtful that the “one 
or more businesses other than the busi- 
ness of a gas utility company” referred 
to in Clause (A) was intended to en- 
compass the business of an electric 
utility company.® The applicants 
herein are admittedly electric utility 
companies within the meaning of § 2 
(a) (3) of the act. However, we do 
not find it necessary to determine 
whether or not these applicants meet 
the conditions specified in Clause (A), 
since it is our opinion that the finding 
required by Clause (B) cannot prop- 
erly be made in these proceedings. 

[2] Apropos of the application of 
Clause (B) to the situations in hand, 
it is argued by counsel for the appli- 
cants that: (1) the retail gas business 
done by the applicants as compared 
with their total revenues, respectively, 
and as compared with the business 
done by the gas industry as a whole, is 
so small that a finding under Clause 
(B) is justified; (2) the small areas 
served with gas as compared with the 
size of the areas served with electric 
energy by the applicants furnish sup- 
port for the conclusion arrived at in 
(1) above; and (3) it is not necessary 
in the public interest to declare the 
applicants to be gas utility companies. 

While we agree with counsel for 
the applicants that a comparison of gas 
revenues of the respective companies 
with their total revenues is of some 
relevance in arriving at a determina- 
tion under Clause (B) of § 2(a) (4), 
it is our opinion that that clause is 


concerned principally with the quan- 
tum of gas distributed to consumers 
at retail. In our opinion the current 
annual rate of retail gas sales of both 
applicants are in such volume— 
amounting to over $1,000,000 in the 
case of Virginia and to about $600,- 
000 in the case of Gulf—as to preclude 
the required finding under Clause 
(B). Furthermore, a comparison of 
gas revenues to total revenues of the 
two applicants indicates that the for- 
mer are not at all insignificant. 
Counsel for the applicants has re- 
ferred as to our decisions in the Inter- 
lake Iron Corporation’ and South 
Penn Natural Gas Company ™ cases, 
arguing that the electric and gas rev- 
enues of those companies, whose ap- 
plications we granted, were not sub- 
stantially lower in relation to their re- 
spective total revenues than in the two 
cases presented here. It is also point- 
ed out that the electric revenue of the 
Interlake Iron Corporation was ap- 
proximately the same in amount as the 
gas revenue of the applicant Gulf. 
The cases cited are, however, clearly 
distinguishable from those before us. 
In the Interlake Case, which arose 
under § 2(a) (3) of the act, the gross 
sales of electricity for the years 1935, 
1936, and 1937 were approximately 
$461,033, $489,953, and $428,467, re- 
spectively, representing 2.74 per cent, 
2.34 per cent, and 1.58 per cent, re- 
spectively, of the gross revenues of 
the company. The production of elec- 
trical energy by the company was mere- 
ly incidental to its manufacturing 
business, and all of its electric reve- 
nues were derived from the sale of 





9Cf. Rule U-7 of the General Rules and 
Regulations under the act. 
10 (1938) 3 SEC 559. 
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11(1941) 8 SEC —, Holding Company Act 
Release No. 2625. 
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excess electrical energy at wholesale to 
a single nonaffiliated public utility 
company, which in turn was subject 
to our jurisdiction as a subsidiary of 
a registered holding company. Apart 
from the percentages mentioned 
(which were in fact about half as large 
as the comparable percentages in the 
instant cases), and even conceding for 
the purpose of argument that the elec- 
tric revenues of Interlake Mining Cor- 
poration were comparable in amount 
with the gas revenues of Gulf, the fact 
that Interlake was not essentially in the 
utility business and sold electrical ener- 
gy to only one customer is enough to 
demonstrate clearly that the decision 
in that case is not in point here. 

In the South Penn Natural Gas 
Case, 2 vioceeding under § 2(a) (4) 
of the act, the gross revenues of the 
company from the distribution of gas 
at retail never exceeded $100,000 in 


any year up to December 31, 1939, 
so that the company was exempt under 


Rule U-2A4-2. In 1940 such reve- 
nues were only slightly in excess of 
$100,000, and in the ten months end- 
ing October 21, 1940, they represented 
2.69 per cent of the company’s total 
revenues. The principal business of 
the company consisted of the purchas- 
ing, gathering, and wholesaling of cas- 
inghead gas and natural gas—a non- 
utility business under the act. Its dis- 
tribution of gas at retail was merely 
incidental to such principal business 
and it served only a few small com- 
munities in proximity to its gathering 
lines. Among its customers were per- 
sons who owned royalties in the lands 
operated by its parent, South Penn Oil 
Company, and others, whose practice 
was to lay their own lines to the well 
from which gas was obtained, or to 


40 PUR(NS) 


the company’s lines. The case is dis- 
tinguishable not only by virtue of the 
small volume of business done at retail 
but also because of the character of 
such business and the customers and 
communities served. We there said: 

“In determining whether or not the 
gas sold at retail is of such ‘small 
amount’ so as to make it unnecessary 
‘in the public interest or for the pro- 
tection of investors or consumers that 
such company be considered a gas 
utility company’ we have given consid- 
eration to the causes giving rise to, the 
retail sales of South Penn Natural Gas 
Company as well as to the manner in 
which such sales are made and to the 
quantum as well as to the relative per- 
centage of such sales.” 

Both Virginia and Gulf conduct 
sizable gas operations which are in- 
dependent and in no way derivative of 
or necessarily complementary to the 
other operations of the companies.” 
Each of them renders retail gas service 
to a large urban community, and each 
furnishes the only gas service in such 
community. The problem is not com- 
parable, from the point of view of the 
interest of the public and consumers, 
with those in the Interlake and South 
Penn Natural Gas Cases. 

[3] With respect to point (2) out- 
lined above, we are not impressed by 
the comparison of gas operations of 
the applicants with the operations of 
the entire gas industry of the country, 
or with the operations of the larger 
companies therein. There are many 
gas utility companies in the United 
States retailing gas on a smaller scale 
than that of either applicant. Nor do 





12 There is some common use between the 
various departments of facilities and em- 
ployees. ‘ 
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i we think it pertinent to compare the 


size of the areas served by the appli- 
cants’ gas departments with the areas 
served by their respective electric de- 
partments. Congress could not have 
intended any such tests for a deter- 
mination under Clause (B) of § 2(a) 
(4), as to the amount of gas dis- 
tributed at retail viewed from the 
standpoint of consumers and the pub- 
lic. The number of consumers pur- 
chasing gas at retail from each of the 
applicants is of itself substantial, and 
represents a substantial part of the 
population of the respective communi- 
ties served. 

[4, 5] In-support of point (3), it 
is argued by the applicants that, since 
they are subsidiaries of a registered 
holding company, they will be subject 
to all of the “regulatory purposes” of 
the act even if they are declared not 
to be gas utility companies, and that 
the “integration purposes” of the act 


under § 11 will be served in the same 


degree as if the companies were to re- 
main gas utility companies, since the 
gas properties cannot be retained in 
the system under the second “inciden- 
tal business” clause of § 11(b) (1) 
unless they qualify under a public in- 
terest provision in that clause almost 
identical with that contained in Clause 
(B) of § 2(a) (4). Asa part of this 


argument it is said by the applicants 
that the only effect of granting the 
applications herein would be to shift 
the problem of qualification of the gas 
properties in the § 11(b) (1) proceed- 
ing from the standards of Clauses 
(A), (B), and (C) of that section 
to the standards of the second “in- 
cidental business” clause thereof. 

Counsel for the Public Utilities Di- 
vision argues that, even assuming the 
“regulatory purposes” of the act are 
not affected one way or the other by 
the determination of this proceeding, 
the integration purposes of the act 
would be vitally affected if we granted 
the applications here, for the very rea- 
son that the gas properties of the ap- 
plicants might then be subject to quali- 
fication in the § 11(b) (1) proceed- 
ings under the second “incidental busi- 
ness” clause, as suggested by the ap- 
plicants, and might thus escape the 
more stringent tests laid down for the 
qualification of additional systems un- 
der Clauses (A), (B), and (C). 

The argument of the applicants in 
regard to the “regulatory purposes” 
of the act is clearly insufficient.” We 
must consider the impact that the re- 
quested declarations would have upon 
all the underlying purposes of the act 
—in other words, we must consider 
whether or not the applicants’ gas util- 





13 Tt should be stated in passing that we do 
not agree that the “regulatory purposes” of 
the act can properly be isolated from the “‘in- 
tegration purposes” as: applicants’ argument 
would suggest. Many of the so-called regu- 
latory provisions are so keyed to the integra- 
tion provisions that they must be regarded 
as largely incidental to, and in aid of the 
statutory objectives of, ultimate simplification 
and integration. For example, §§ 7 and 10 
are among those cited by the applicant as 
“regulatory”; yet we must not permit the is- 
sue or sale of a security under § 7 unless (as 
provided by subsection (d) (1) thereof) such 
security is “reasonably adapted to the security 


structure of the declarant and other compa- 
nies in the same holding company system”’— 
a provision coordinate with § 11(b) (2); 
and with respect to applications under § 10, 
we must not approve an acquisition of utility 
assets unless we find (as provided in subsec- 
tion (c) (2) thereof) that such acquisition 
“will serve the public interest by tending 
towards the economical and efficient develop- 
ment of an integrated public utility system” ; 
and we may not approve it if (as provided in 
subsection (c)(1) thereof) such acquisition 
will be “detrimental to the carrying out of 
the provisions of § 11.” 
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ity operations are such that the act 
as a whole was not intended to apply to 
them. 

As the applicants have frankly stat- 
ed, their object in filing the applica- 
tions is to obtain an advantageous po- 
sition in the § 11(b) (1) proceeding 
with respect to the retention of the gas 
properties in question. In effect, we 
are being asked to decide here and now 
that the gas utility businesses of the 
applicants are such that they may be 
treated as incidental nonutility busi- 
nesses within the meaning of § 11(b) 
(3). 

Acceptance of the applicants’ argu- 
ment on this point would be proper 
only if we determined that their gas 
utility operations do not constitute 
“the business of a public utility com- 
pany as such.’”’* Otherwise, we should 
be in the illogical position of aiding 
the applicants, at least part way, in 
an attempt to qualify utility businesses 
for retention under standards designed 
for nonutility businesses,® and to 
avoid the application thereto of stand- 
ards expressly designed to apply to 
utility businesses. As has been point- 
ed out by counsel for the utilities divi- 
sion, the design of the act is such that 
all electric and gas utility businesses 
qualified for retention under § 11(b) 
(1) must be subjected to the tests laid 
down by § 2(a) (29) in respect of 
the principal integrated system, and to 
the tests laid down by § 2(a) (29) 
and Clauses (A), (B), and (C) of 
§ 11(b) (1) in respect of any addi- 
tional integrated system. The tests 
laid down for the qualification of in- 
cidental businesses are expressly made 
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inapplicable to the business of a public 7 
utility company (including, of course, 7 
a gas utility company) “as such.” We @ 
are of the opinion that the gas utility 7 
operations of each of the applicants are J 
of such size and character that they do J 
constitute the business of a gas utility 7 
company as such. 





























[6] In view of the amount of gas ; 
distributed at retail by each of the ap- § 
plicants, and in the light of the char- 7 
acter of their gas operations, custom- 7 
ers, and areas served, we conclude that | 
it is necessary in the public interest 
and for the protection of investors and 
consumers that each of the applicants 
be considered a gas utility company 
for the purposes of the act. Accord- 
ingly, we find that the conditions of 
Clause (B) of § 2(a) (4) are not 
satisfied, and the applications must be 
denied. 


An appropriate order will issue. 
By the Commission (Chairman 


Eicher, Commissioners Healy, Hen- 
derson, and Pike). 
























































ORDER 






Virginia Electric and Power Com- 
pany and Gulf States Utilities Com- 
pany having filed applications request- 
ing orders pursuant to § 2(a) (4) of 
the Public Utility Holding Company 
Act of 1935 declaring them not to be 
gas utility companies ; the Commission 
having been fully advised, and having 
this day issued and filed its findings 
and opinion herein; 










It is ordered that the applications of 
Virginia Electric and Power Company 
and Gulf States Utilities Company, 









14 See the parenthetical phrase in the second 
“incidental business” provision of § 11(b) (1), 
quoted above in footnote 3. 
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15 See discussion in United Gas Improve- 
ment Company, supra, footnote 2. 
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of 1935, be and they hereby are de- 
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Re Kenneth Edeburn Moyer 
the ap 5 [Application Docket No. 59666.] 
e char- § 
ustom- '@ Certificates of convenience and necessity, § 168 — Evidence — Character of ap- 
de that plicant. 
nterest 1. Counsel for a party protesting against the grant of a certificate of con- 
eapay venience and necessity should be allowed to cross-examine the applicant 
é concerning his alleged participation in a fraudulent transaction, since the 
licants Commission may consider the character of the applicant, p. 351. 
said Evidence, § 1 — Commission proceedings. 


ccord- 
ns of 
"e not 
ust be 


2. Rules of evidence need not be strictly enforced in a proceeding before 


the Commission, p. 351. 


(Siccins, Chairman, and THorNne, Commissioner, dissent.) 
[July 29, 1941.] 
A PPLICATION for certificate, and protestant’s attempt to reveal 


questionable character of applicant; further hearing fixed 
for such purpose. 


By the Commission: On July 10, 
1940, the applicant filed an applica- 
tion with the Commission for the right 
to transport as a common carrier, per- 
sons upon call and demand in the cit- 
ies of Farrell and Sharon and in the 
boroughs of Sharpsville, Wheatland, 
and West Middlesex, Mercer county. 
Hearings on the application were held 
on November 7, 1940, and March 4, 
1941, respectively, at which time sev- 
eral witnesses were produced by the 
applicant and the protestants. The 
attorney for the protestants called the 
applicant for cross-examination and 
attempted to reveal his questionable 
character by interrogating him con- 
cerning his participation in a fraudu- 


lent transaction. Objections by ap- 
plicant’s counsel were made to this line 
of cross-examination and were sus- 
tained by the examiner, who granted 
an exception to the protestant, thereby 
frustrating his efforts to reveal the 
alleged fraudulent scheme. 

The matter now comes before us 
for a determination of whether or not 
the examiner erred in his rulings on 
evidence. 

[1, 2] The character of an appli- 
cant is a matter considered by this 
Commission in determining whether 
or not he is a fit and proper person. 
By virtue of § 203 and the other 
broad powers granted this Commis- 
sion by the Public Utility Law, we 
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may refuse to issue a certificate of pub- 
lic convenience to one whose character 
is questionable and impresses us as 
being unfit to receive a certificate. In: 
Re Freeman, Application Docket 
21162, Folder 3 (January 10, 1938), 
we refused to issue a certificate of 
public convenience where the appli- 
cant was considered unfit because of 
a questionable character. 

In the instant case the protestant 
has charged the applicant with being 
involved in a fraudulent transaction. 
The supreme court of Pennsylvania 
has ruled that in the investigation of 
fraud great latitude is permitted in 
the admission of evidence: Schnur- 
man v. Hillegas (1923) 276 Pa 556, 
562, 120 Atl 549. Furthermore, ad- 


ministrative agencies are essentially 
fact-finding bodies and the rules of 
evidence need not be strictly enforced: F 
Solar Electric Co. v. Public Utility 
Commission (1939) 137 Pa Super Ct § 
325, 31 PUR(NS) 275, 9 A(2d) } 
447. 
We find that the examiner erred in | 
his rulings which prevented the cross- f 
examination of the applicant concern- | 
ing his alleged participation in a fraud- J 
ulent transaction. Therefore, the | 
Commission deems it advisable that | 
the matter be set down for further | 
hearing to grant the protestants a fur- § 
ther opportunity to cross-examine the | 
applicant as to any facts relevant to 7 
the question of his fitness to receive a | 
certificate of public convenience. : 





WISCONSIN PUBLIC SERVICE COMMISSION 


Re Commonwealth Telephone Company 


[2-T-879.] 


Certificates of convenience and necessity, § 2 — Unauthorized operation and con- 
struction — Telephone service extensions. 


1. A telephone company’s filed notice to the Commission that it intended 
to extend service to a specified area over a certain line, notwithstanding 
that the Commission’s conditional approval to do so failed to become effec- 
tive, and the accompanying withdrawal, by a company serving the area, 
of objections to such extension are not sufficient to validate the extension 
of service over the line involved, p. 355. 


Consolidation, merger, and sale, § 13 — Necessity of Commission approval — 


Transfer of telephone lines. 


2. A telephone company cannot, without Commission approval, purchase 
or agree to purchase another company’s lines for the purpose of extend- 
ing service into the area being served by the latter company, p. 355. 


Service, § 176 — Extensions — Rules and regulations — Telephones. 


3. The contention that a telephone company has not violated its filed ex- 
tension rules in connection with a specified line because the line constitutes 
a mere rehabilitation of one of its existing lines rather than an extension is 
without merit in a proceeding instituted solely upon the basis of the com- 
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pany’s notice to the Commission that it proposed to extend its service in 
the area involved by means of this line, p. 355. 


Commission condonation. 


Certificates of convenience and necessity, § 2 — Unauthorized construction — 


4. Public convenience and necessity cannot be said to require an extension 


szed construction. 


of telephone service in violation of law or a condonation of such violation 
simply because it is an accomplished act, p. 356. 


Certificates of convenience and necessity, § 85 — Grant or denial --- Unauthor- 


Discussion, in dissenting opinion, of Commission’s duty to authorize an 


extension of telephone service in spite of any unlawfulness concerning the 


extension, where an extreme public convenience and necessity exists and 
an emergency need requires prompt service, p. 357. 


(WuHitney, Commissioner, dissents.) 
[August 23, 1941.] 


piel on Commission motion of telephone company’s 
proposal to extend its lines into specified area; authority 


dened. 


q By the Commission: On May 26, 
41941, the Commonwealth Telephone 
4 Company gave the Commission notice 


J of its proposal to extend the service 
W furnished by its exchange at Ridge- 
J way so as to serve customers in certain 
“sections in the towns of Ridgeway 


@ and Brigham, Iowa county. Because 


the proposed extension was the sub- 
ject matter of previous proceedings, 
the Commission gave notice, under 
date of June 3, 1941, of an investi- 
gation of such extension and of a 
hearing with respect thereto. 

Hearing: June 26, 1941 at Madi- 
son before Examiner W. A. Ander- 
son. 


APPEARANCES: Commonwealth 
Telephone Company by H. W. Pike, 
tates and tariff engineer, Madison; 
Ridgeway, Jonesdale & Hollandale 
Telephone Company by Leonard 
Paulson, Hollandale; of the Commis- 
sion staff: C. B. Hayden, engineering 
[23] 
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department; K. J. Jackson, rates and 
research department. 


Opinion 


The subject matter of this proceed- 


‘ing cannot be understood without a 


reference to previous proceedings and 
the orders or determinations of the 
Commission therein relating to the 
proposed extension of lines and serv- 
ice here involved. 

On October 10, 1940, the Common- 
wealth Telephone Company filed with 
the Commission two applications ; one 
for authority to convert the Ridgeway 
exchange to dial operation, and the 
other to increase the rates charged for 
service furnished by the Ridgeway 
exchange. These proceedings were 
docketed as CA—1601 and 2—U-1655 
and were concluded by an order made 
in both proceedings under date of Feb- 
ruary 6, 1941, in which the applications 
of the company, as above noted, were 
both denied without prejudice to a re- 
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newal of such applications at some 
later time. 

While the proceedings in CA—1601 
and 2—U-1655 above noted were pend- 
ing, the company, on November 1, 
1940, requested the Commission’s ap- 
proval of the proposed purchase of 
163 miles of telephone lines used in 
the service of 27 subscribers in the 
towns of Ridgeway and Brigham. 
Most of these subscribers were then 
being served by another telephone 
utility, viz., the Ridgeway-Jones- 
dale-Hollandale Telephone Company 
which, for brevity, will hereinafter be 
referred to as the Jonesdale Company. 
An informal approval of this purchase 
was given by a letter signed by the 
Commission’s assistant secretary and 
dated November 6, 1940, but was spe- 
cifically made subject to and condi- 
tioned upon a subsequent approval of 
the dial conversion and the increase of 
rates that had been requested by the 
company and which was then before 
the Commission in proceedings dock- 
eted as CA-1601 and 2—-U-1655 as 
above noted. The subsequent refusal 
of the Commission to grant such ap- 
plications operated to cancel the in- 
formal approval contained in the as- 
sistant secretary’s letter, since the con- 
ditions it specified were not met. Ac- 
cordingly in the order in 2—U-1655 
and CA-1601 the opinion of the Com- 
mission stated as follows: “Because 
of this result (i.e., the denial of the ap- 
plications) the authority (i.e., approv- 
al) of November 6, 1940, to acquire 
the 163 miles of rural lines fails to 
become effective.” 

Nevertheless the Commonwealth 
Company proceeded with a purported 
purchase of the 164 miles of telephone 
line and complete rehabilitation of the 
40 PUR(NS) 


lines for the purpose of furnishing 
service to subscribers on such lines 
through the exchange of the company 
at Ridgeway. 
Shortly thereafter, on March 14} 
1941, the Jonesdale Company made 
complaint to the Commission that its} 
subscribers were being, or were about 
to be, unlawfully served by the Com- 
monwealth Company and _ requested] 
the Commission to stop such alleged| 
invasion of the Jonesdale Company’s 
rights. Upon this complaint the Com- 
mission instituted a proceeding dock-| 
eted as 2-U-1702 and held a hearing | 
at which it was developed that the} 
163 miles of telephone line above re- 
ferred to belonged to the Jonesdale| 
Company and that the purported pur- | 
chase of the line was accomplished by | 
an agreement solely between the 
Commonwealth Company and the sub- | 
scribers served by the line; there be- 
ing neither purchase nor agreement | 
for purchase between the Commonr- | 
wealth Company and the Jonesdale | 
Company which owned the line and 
which alone had any right to dispose | 
of it or to transfer title thereto in any | 
sale thereof. 
Such being the facts disclosed by | 
the evidence, the Commission on May | 
15, 1941, closed the proceeding 2-U- 
1702, instituted by the complaint of | 
the Jonesdale Company as aforesaid, 
by a finding that the extension of serv- 
ice by the Commonwealth Telephone 
Company in the towns of Brigham 
and Ridgeway to certain subscribers 
on the 164-mile line was unlawful, 
and by an order directed the company 
to refrain from rendering service to 
the subscribers named in the finding 
and to discontinue any existing serv- 
ice to such subscribers after forty 
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days from the date of the order unless 
in the meantime the company had ob- 
tained legal authority to furnish such 
service. 

Thereupon, and on May 24, 1941 
the Commonwealth Company filed the 
notice in the instant proceeding, viz., 
a notice of intention and proposal to 
extend service in the towns of Brig- 
ham and Ridgeway. 

Upon the hearing it appeared that 
there was no objection to the exten- 
sion of the Commonwealth’s service 
into the towns of Brigham and Ridge- 
way on the part of any other telephone 
utility operating in those towns except 
the Jonesdale Company; that the 
Jonesdale Company withdrew, or had 
withdrawn, any objection to the ex- 
tension of Commonwealth’s service, 
as originally proposed, except to serv- 
ice in sections 2, 9, 10, and 11, in 
township 5 north, range 4 east, in the 
town of Ridgeway; and that the Com- 


monwealth Telephone Company with- : 


drew any proposal or intention to ex- 
tend its service in the sections immedi- 
ately above designated. 

Accordingly the Commission now 
has before it as the subject matter of 
this proceeding a notice by the Com- 
monwealth Telephone Company to ex- 
tend its service in sections 22, 23, 25, 
26, 27, 33, 34, and 35, township 6 
north, range 4 east, in the town of 
Ridgeway, and section 31, township 6 
north, range 5 east, in the town of 
Brigham, with no objection to such ex- 
tension of service on the part of any 
telephone utility operating in either 
the town of Brigham or the town of 
Ridgeway. 

Exhibit 1 in this proceeding is a 
map showing the length of lines to be 
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used in the service of the customers 
thus finally proposed to be served by 
the Commonwealth Telephone Com- 
pany. For such service the map 
shows that the company has built 14.6 
miles of line for the service of only 16 
customers. The rules of the Common- 
wealth Telephone Company provide 
that it may and will extend its lines at 
its Own expense not to exceed 4 mile 
for a single customer, and that longer 
extensions will be made only upon con- 
dition that the subscriber or subscrib- 
ers to be served will contribute to the 
company $4 per 100 feet for any 
length of extension in excess of 4 
mile for each subscriber served. 

[1] We do not think that the no- 
tice to the Commission, pursuant to 
which this proceeding was instituted, 
and the lack or withdrawal of objec- 
tions by other telephone utilities oper- 
ating in the towns involved, is suffi- 
cient to legalize or validate the exten- 
sion of service by the Commonwealth 
Telephone Company here involved in 
the towns of Ridgeway and Brigham. 

[2] In view of the withdrawal of 
objection by the Jonesdale Company, 
we may perhaps assume that it has 
parted with, or agreed to part with, 
its title to the portion here involved of 
164-mile line that was taken over and 
rehabilitated by the Commonwealth 
Company pursuant to the purported 
purchase from the subscribers served 
thereby. But any purchase involved 
in such agreement or arrangement 
with the Jonesdale Company is inval- 
id without the consent and approval 
of the Commission, and such consent 
has been clearly refused. 

[3] Moreover, it is evident that the 
extension of the company’s lines and 
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service into the towns of Brigham and 
Ridgeway is in violation of its filed 
extension rules. There can be no 
question but that for the service of 
subscribers served by the line or lines 
here involved, the company has an ex- 
tension whose length amounts to more 
than 9/10 mile for each customer 
presently proposed to be served there- 
by and has made such extension entire- 
ly at its own expense and without any 
customer contributions. That some 
contribution was required from the 
customers which the company now 
proposes to serve is clear, even though 
the exact amount that each of such cus- 
tomers should have contributed may 
not be accurately determined from the 
evidence in this proceeding. 

The record intimates a contention 
by the company that there has been no 
violation of its extension rules in con- 


nection with the line here involved be- 
cause, as is claimed, that line does not 
constitute an extension but is a mere 
rehabilitation of an existing line of 


the company. If that contention had 
any merit it would certainly be true 
that the service furnished by the line 
could not be legalized by any notice of 
a proposed extension of service by 
means of the same line. However, 
the contention that the line involved 
is not an extension must be held to 
be without merit in this proceeding 
which was instituted solely upon the 
basis of the Commonwealth Com- 
pany’s notice to the Commission that 
it proposed to extend its service in the 
towns named and by means of this 
very line. 

Accordingly, if such notice was giv- 
en for the purpose of legalizing the 
Commonwealth Company’s service in 
the towns of Brigham and Ridgeway, 


40 PUR(NS) 


that purpose has not thereby been ac- 
complished. It may, indeed, have been 
accomplished in so far as any viola- 
tions of the rights of the Jonesdale 
Company are, or were, involved. But 
such notice and its accompanying 
waiver of objections is not sufficient 
to expunge the violations of law and 
the applicable rules or orders of this 
Commission that have occurred in 
connection with the line involved and 
the service rendered thereby. 

The purchase of this line by the 
Commonwealth Telephone Company 
has never been authorized or approved 
by this Commission. On the contrary, 
the Commission’s consent to and ap- | 
proval of such purchase has been spe- | 
cifically withheld and refused. The 
extension of the company’s lines and 
service in the towns of Brigham and | 
Ridgeway has been made in violation 
of its filed extension rules. We can- | 
not subscribe to any proposition that | 
such violations may be wiped out by 
the simple process of giving a notice | 
to the Commission that the company 
now proposes to do something which | 
is physically its own accomplished | 
act. 

[4] This proceeding will, therefore, 
be properly closed by a finding and 
determination that public convenience 
and necessity do not require the ex- 
tension of the Commonwealth Tele- | 
phone Company’s Ridgeway exchange 
as finally proposed in this proceeding. | 
As we view it, public convenience and 
necessity cannot be rightly said to re- | 
quire either a violation of law or a § 
condonation of any such violation 
simply because it is an accomplished 
act. 

It should be understood, however, 
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that by the finding and determination 
herein the Commission is neither ex- 
pressly nor impliedly finding that the 
subscribers in the towns of Ridgeway 
and Brigham whose service is or may 
have been involved in this proceeding 
are not entitled to telephone service 
by a public utility as a matter of pub- 
lic convenience and necessity. Our 
finding implies no more, in that re- 
spect, than that public convenience and 
necessity do not require that such 
service be furnished to them in an un- 
lawful manner. 


The finding and determination here- 
in are not intended to constitute any 
alteration or recission of the order of 
the Commission made on May 15, 
1941, as above noted, requiring the 
Commonwealth Telephone Company 
to refrain from furnishing service by 
means of the lines here involved. To 
that end an order is made herein re- 
quiring the company to refrain from 


serving the customers proposed to be: 


served by the notice, as modified, 
which is the subject matter of this 
proceeding. 


Finding and Determination 


The Commission therefore finds and 
determines that public convenience and 
necessity do not require the exten- 
sion of the Ridgeway exchange of the 
Commonwealth Telephone Company 
for the service of subscribers in the 
towns of Brigham and Ridgeway, 
Iowa county, as specified in the no- 
tice filed by the said Commonwealth 
Telephone Company with this Com- 
mission on May 26, 1941, and as there- 
after modified by withdrawal of in- 
tention to render service in sections 2, 
9, 10, and 11 in township 5 north, 


range 4 east, in said town of Ridge- 
way. 


ORDER 


It is further ordered that from and 
after the effective date of this deter- 
mination and order, and until the fur- 
ther order of this Commission, the 
Commonwealth Telephone Company 
refrain from furnishing public utility 
telephone service in said towns of 
Brigham and Ridgeway to any per- 
sons residing in sections 22, 23, 25, 26, 
27, 33, 34, and 35, township 6 north, 
range 4 east, in the town of Ridgeway 
and in section 31, township 6 north, 
range 5 east, in the town of Brigham, 
in Iowa county, Wisconsin. 


WHITNEY, Commissioner: I can- 
not concur in the majority opinion 
herein, and make these few comments 
without taking time to cite details or 
to review the rather involved history 
of this case. 

This is an application for a telephone 
extension to serve the subscribers in 
the towns of Ridgeway and Brigham. 
The clear and undisputed reason for 
the Jonesdale subscribers making ap- 
plication to the Commonwealth Com- 
pany for service was due to the fact 
that their own company would not, 
and admittedly cannot now, give ade- 
quate service to its subscribers. The 
subscribers have earnestly sought the 
service. The facts are powerfully po- 
tent in support of the subscribers’ 
need for the service requested. The 
Commonwealth Company made this 
application for an extension, and all 
telephone companies operating in the 
towns involved gave waivers. So far 
as the law is concerned affecting this 
extension in the towns of Ridgeway 
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and Brigham, there seems to me to be 
no reasoning by which this Commis- 
sion can legally refuse the extension 
requested. Our Commission may re- 
quire the extension to be made per the 
company’s rules as to costs, and our 
Commission could require that the ex- 
cess cost of this extension be not in- 
cluded in the rate base. It is my opin- 
ion, however, that regardless of any 
excess cost the company still has the 
legal right to extend as contemplated 
herein. 

Public convenience and necessity of 
these subscribers either requires the 
service or its does not. For us to find 
that “public convenience and neces- 


sity do not require the extension of J 


” 
a 


the Ridgeway exchange ap- 
pears to me to be illogical reasoning, 


The reasoning in the body of the opin- @ 


ion that the manner of the existing [ 
extension may be technically unlawful | 
should not affect the basic fact that | 
public convenience and necessity re- | 
quires the service applied for. In § 
spite of any “unlawfulness” in re the § 
extension, an extreme public conven- 
ience and necessity exists; an emer- | 
gency need requires prompt service to § 
these customers; our first duty is to | 
them. According to the majority de- | 
cision in this case, public convenience |) 
and necessity is not served. 





PENNSYLVANIA PUBLIC UTILITY COMMISSION 


Borough of Wyomissing 


City of Reading 


[Complaint Docket No. 13507.] 


Rates, § 641 — Procedure — Parties. 


A party purchasing water from a corporation at the same rate at which e 
that corporation purchases such water from a municipal plant is entitled 
to challenge the rate structure of the municipal plant. : 


[September 10, 1941.] 


"ieee against proposed rate increase wherein defend- 
ant moves to dismiss complaint; motion denied. 


By the Commission: This matter 
comes before us upon complaint of 
the borough of Wyomissing against a 
proposed increase in rates for water 
service rendered by the city of Read- 
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ing. The city of Reading answered | 
in the nature of a motion to dismiss | 
the complaint averring, inter alia, that | 
the borough is not a consumer of the J 
city of Reading; that it was joined in | 
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BOROUGH OF WYOMISSING v. CITY OF READING 


the complaint of the Textile Machine 
Works at C. 13537 and that respond- 
ent is willing to furnish water service 
to the borough as a direct consumer. 

The facts as they presently lie be- 
fore us indicate that the city of Read- 
ing is a municipal corporation which, 
through its bureau of water, supplies 
water for all purposes, not only to 
consumers within its corporate limits, 


Machine Works, a manu- 
facturing plant consumer, located be- 
yond the city limits, purchases water 
from the city. Textile in turn sells 
water to the borough of Wyomissing, 


Geographical 


plant and then distributes it in its own 
system. The Textile 


water taken by the borough of Wy- 
omissing is metered through the Tex- 
tile meter located at the head of the 
main. 

As a general rule, in order that a 
party maintain the status of a com- 
plainant entitled to challenge the rate 
structure of a public utility, such party 
must be either a customer of the util- 
ity or one honestly seeking to have 
service extended under circumstances 
involving the reasonableness of the 
rate structure. Levitt v. Public Util- 
ities Commission (1932) 114 Conn 
628, PUR1932C 337, 159 Atl 878. 

We find and determine that under 
the facts as set forth above, and other 
latent factors, obscure by reason of the 
preliminary state of the record, which 
might indicate that the complainant 
would be one honestly seeking to have 
the service of respondent extended to 
it directly, the borough of Wyomis- 
sing has such an interest in the sub- 


_ ject matter, as contemplated by § 1001 


of the Public Utility Law so as to be 
a proper party complainant. 





WASHINGTON DEPARTMENT OF PUBLIC SERVICE 


Re Younglove Grocery Company, 
Incorporated 


[Order M. V. No. 36153, Hearing No. 2561.] 


Public utilities, § 38 — Status as common carrier — Wholesale grocery transport- 


ing goods. 


1. A wholesale grocery company making regular deliveries to retail stores 
in various cities and towns, purchasing some groceries for such trans- 
portation from distributors having warehouses in a certain city, and using 
its own trucks for such transportation is not a common carrier within the 
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meaning of the Truck Act but rather a private carrier as defined in the 
act, whether or not the company has title to the property transported at the 
time of transportation, p. 361. 


Motor carriers, § 33.1 — Private carrier operation — Acceptance of discount on} 
cost of goods. : 
2. A grocery company, as a private carrier, transporting property owned §f 
or being bought by it from the warehouse of the seller, and accepting 
from the seller a discount based on what it would cost the seller to have } 
such property delivered to the private carrier, does not violate § 22 of § 
the Truck Act, which prohibits private carriers as such to transport prop- f 
erty for compensation, since the legislative intention is only to restrict af 
private carrier’s right to transport the property of others, p. 362. 


§ 1 — What constitutes compensation — Discount on cost of goods. : 
3. A buyer of goods, in taking delivery at the premises of the seller and J 
accepting a discount on the purchase price equal to the cost of delivery | 
to his premises, does not receive “compensation” within the meaning of § 
the Truck Act, which prohibits private carriers from transporting prop- | 
erty for compensation, since the word “compensation,” as used in that | 
act, means a payment for services rendered as a carrier of goods for hire 
and does not include discounts of this sort, p. 362. 


[September 22, 1941.] 


A PPLICATION by wholesale grocery company for permit to 


operate as a common carrier; denied. 
> 


By the DEPARTMENT: This mat- as the “Department’’) an application, ’ 


ter came on regularly for hearing at 
Olympia, Washington, on the 17th day 
of July, 1941, pursuant to notice duly 
given before W. E. McCroskey, ex- 
aminer; G. D. Forbes, reporter. 

The parties were represented as fol- 
lows: Applicant: Younglove Grocery 
Company, Inc., by Frederick G. Metz- 
ger of Metzger, Blair & Gardner, Ta- 
coma. Protestants: Pacific Inland 
Tariff Bureau by Thomas C. Fox, 
District Supervisor, Seattle; Truck 
Owners’ Association, Inc., by Fred- 
erick J. Lordan, their attorney, Seattle. 


Nature and History of Proceedings 

On January 10, 1941, Younglove 
Grocery Company (hereinafter re- 
ferred to as “applicant’’) filed with 
the Department of Public Service of 
Washington (hereinafter referred to 
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pursuant to the provisions of Chap. | 
184 of the Laws of 1935, as amended | 
(hereinafter referred to as the “Truck | 
Act”), for common carrier permit to | 
conduct an intrastate, nonscheduled 
service as a carrier of the following 
commodities: Groceries from Seattle J 
to Tacoma for the account of Young- | 
love Grocery only. 

Protests having been filed within | 
thirty days after the filing of the ap- § 
plication, the Department set the mat- j 
ter for hearing on July 17, 1941. At 
the hearing a number of witnesses § 
were sworn and testified, and the De- 
partment, having heard and consid- 
ered the evidence and being fully ad- 
vised in the ‘premises, makes and en- 
ters the following findings of fact, 
opinion, and order. 
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RE YOUNGLOVE GROCERY CO., INC. 


Findings of Fact 

[1] Applicant is engaged in the 
wholesale grocery business in the city 
of Tacoma and, as a part of said busi- 
ness, makes regular deliveries of gro- 
ceries to retail stores located in cities 
and towns outside of Tacoma, includ- 
ing, among others, the city of Renton, 
Washington. 

Some of the groceries sold by ap- 
plicant to retail stores are purchased 
by applicant from distributors whose 
warehouses are located in the city of 
Seattle, Washington. 

Applicant follows a practice of hav- 
ing the truck driver, assigned to the 
duty of delivering groceries to retail 
stores in Renton, take applicant’s truck 
to Seattle, after making his Renton 
deliveries, and pick-up at the ware- 
houses of Seattle distributors such 
groceries as may have been purchased 
by applicant from such distributors, 
and transport such groceries to the 


warehouse of applicant in Tacoma. ' 


Some of the groceries so picked up by 
applicant’s driver are priced on an 
f.o.b. Tacoma basis and, with respect 
to the groceries so priced, applicant 
receives from the seller a discount 
equal to the common carrier tariff rate 
for the hauling of such goods from 
Seattle to Tacoma. 

All property transported by appli- 
cant in its own trucks is owned or be- 
ing bought by applicant in good faith 
and is transported purely as an inci- 
dental adjunct to the established pri- 
vate wholesale grocery business owned 
and operated by applicant in good 
faith. Applicant does not haul and 
does not intend to haul groceries for 
the public indiscriminately and will 
not haul for any other person. 
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For the reasons hereinafter set 
forth, the Department makes no find- 
ing on the question of applicant’s fi- 
nancial ability, adequacy of equipment, 
compliance with the laws of the state 
of Washington, whether the addition- 
al service offered by applicant would 
unreasonably congest the highways, 
whether the granting of the permit to 
applicant would be contrary to the in- 
terest of the shipping public, or wheth- 
er the granting of the permit or the 
rendering of service thereunder would 
unreasonably endanger or tend to im- 
pair the stability and dependability of 
existing service or other service essen- 
tial to the public needs or require- 
ments. 

Opinion 

The Department is of the opinion, 
and hereby finds, that the transport- 
ing by applicant, from the warehouses 
of distributors in Seattle to its own 
warehouse in Tacoma, of property 
purchased by it in Seattle in its own 
trucks, is not a “common carrier’ op- 
eration within the meaning of the 
Truck Act but rather a “private car- 
rier” operation as defined in said act. 
The Department is further of the 
opinion, and hereby finds, that the 
above described operations of appli- 
cant are the operations of a private car- 
rier regardless of whether applicant 
has title to the property transported 
by it at the time of such transporta- 
tion, since in the opinion of the De- 
partment all such property is either 
“owned” by applicant at the time of 
transportation or is “being bought” 
by it at the time of such transporta- 
tion, and, therefore, applicant’s oper- 
ations fall squarely within the defini- 
tion of “private carrier” contained in 
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§ 2 of the Truck Act, which defini- 
tion is as follows: 

“A ‘private carrier’ is a person who, 
in his own vehicle transports only 
property owned or being bought or 
sold by him in good faith and only 
when such transportation is purely an 
incidental adjunct to some other es- 
tablished private business owned or 
operated by him in good faith.” 

[2, 3] It is also the opinion of the 
Department that in transporting 
“property owned or being bought” by 
it from the warehouse of the seller in 
Seattle to its own warehouse in Ta- 
coma, and accepting from the seller a 
discount based on what it would cost 
the seller to have such property deliv- 
ered to applicant in Tacoma, appli- 
cant does not violate § 22 of the Truck 
Act which provides that “No ‘private 
carrier’ as such shall transport proper- 
ty for compensation.” 

The Department believes that in us- 
ing this quoted language, the legisla- 
ture intended only to restrict a private 
carrier’s right to transport the proper- 


ty of others, and did not intend to re- 
strict in any way the right of a private 
carrier to transport property “owned 
or being bought by him in 
good faith.” 

The Department is further of the 
opinion that where property is sold as 
a part of a bona fide transaction, and 
the sale price includes the cost of de- 
livery to the premises of the buyer, the 
buyer, in taking delivery at the prem- 
ises of the seller and accepting a dis- 
count on the purchase price equal to 
the cost of delivery to his premises, 
does not receive “compensation” with- 
in the meaning of the Truck Act. The 
Department is of the opinion that the 
word “compensation,” as _ used 
throughout the Truck Act, means a 
payment for services rendered as a 
carrier of goods for hire, and does 
not include discounts such as those re- 
ceived by applicant in this case. 

Based upon the foregoing findings 
of fact, and for the reasons stated in 
this opinion, the Department is of the 
opinion, and finds, that the applica- 
tion herein should be denied. 





CALIFORNIA RAILROAD COMMISSION 


Re California Water & Telephone Company 


[Decision No. 34448, Application No. 24347.] 


Security issues, § 116 —Amortization of discount, expenses, and premiums. 
A former order requiring a public utility company to amortize discount, 
expenses, and premiums incident to two former bond issues on or before 
a designated date should not be modified, but the company may be per- 
mitted to depart from the Commission’s system of accounts requiring the 
premium paid by the company upon redemption of bonds to be charged 
to surplus, and instead the company may amortize during the life of new 
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RE CALIFORNIA WATER & TELEPHONE CO. 


bonds said premium paid upon redemption of the earlier bonds, or so much 
of that premium as the company does not charge to surplus, the Com- 
mission, however, reserving the right to determine whether the charges 
necessary to amortize said premiums and expenses shall be included in the 


cost of money. 


[July 29, 1941.] 


PPLICATION for authority to issue and sell first mortgage 
bonds and to redeem outstanding bonds; application grant- 
ed subject to terms and conditions. 


APPEARANCE: Bacigalupi, Elkus 
& Salinger, by Charles Elkus, Jr., for 
applicant. 


By the Commission: California 


Water & Telephone Company asks per-. 


mission to issue and sell at 106} per 
cent of their face value and accrued in- 
terest $5,850,000 of first mortgage 
bonds, 3.6 per cent series due 1971, to 
redeem $5,650,000 of first mortgage 
bonds, 4 per cent series due 1969, to 
pay expenses incident to the issue of 
said bonds, and to reimburse its treas- 
ury because of expenditures for addi- 
tions and betterments to its properties. 
It also asks permission to execute a 
supplemental indenture substantially in 
the same form as the supplemental in- 
denture filed in this proceeding as Ex- 
hibit 5. It further asks permission to 
amortize bond discount, expenses, and 
premiums in the manner hereinafter 
recited. 

California Water & Telephone Com- 
pany, hereinafter sometimes referred 
to as the “company,” is a corporation 
organized and existing under the laws 
of the state of California. It is en- 
gaged in the business of a public utility 
rendering water service for irrigation, 


domestic, industrial, and public pur- 
poses in the cities of Chula Vista, Na- 
tional City, and Coronado and adjoin- 
ing territory in the county of San 
Diego; in the cities of San Marino, 
San Gabriel, and unincorporated ter- 
ritory in Los Angeles county; in the 
cities of Monterey, Pacific Grove, and 
Carmel, and certain unincorporated 
areas in the county of Monterey. The 
company is also engaged in the busi- 
ness of a public utility rendering tele- 
phone and telegraph service in the 
cities of Redlands, Banning, Beau- 
mont, Elsinore, Hemet, Murrietta, 
Palm Springs, Perris, San Jacinto, 
Temecula, Loma Linda, Moreno, and 
Yucaipa, and in certain unincorporat- 
ed areas in the counties of Riverside 
and San Bernardino; in the cities of 
San Fernando, Sierra Madre, and 
Monrovia, and in certain unincorpo- 
rated areas in the county of Los Ange- 
les. The company is also serving water 
for domestic, irrigation, and commer- 
cial purposes to the Del Monte Prop- 
erties Company under private contract 
in Monterey county. 

As of May 31, 1941, the company 
reports its assets and liabilities as fol- 
lows: 


363 40 PUR(NS) 





CALIFORNIA RAILROAD COMMISSION 


Assets 


Fixed Capital 
General Office 
Water Department 
Telephone Department 


Cash and Special Deposits 


$10,447,037.50 


$ : 
8,075,275.58 
2,343,218. 


50,171.31 


Accounts Receivable—Due from Customers and Agents less Reserve for Un- 


collectible Accounts 
Miscellaneous Accounts Receivable 
Miscellaneous Investments 
Materials and Supplies 
Prepaid Expenses 


130,164.87 


Unamortized Discount on Securities and Expense 


Other Suspense 
Construction Work in Progress 


Total Assets 


Preferred 


Accounts Payable 
Audited Vouchers and Unpaid Wages 
Consumers’ Deposits 
Miscellaneous Accounts Payable 


Donations in Aid of Construction 
Reserve for Depreciation 
Water Properties 
Telephone Properties 
Investment Properties 


Capital Surplus 
Corporate Surplus 


Total Liabilities 


For 1940 the company’s public util- 
ity operating revenues amounted to 
$1,574,263.84, segregated as follows: 


$993,602.77 
580,661.07 


$1,574,263.84 


The company’s income available for 
fixed charges, dividends, and surplus 
in 1940 amounted to $658,921.06. 

The Railroad Commission by Deci- 
sion No. 32161, dated July 11, 1939, 
42 Cal RCR 49, authorized California 
Water & Telephone Company to issue 
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Water Department 
Telephone Department 


$150,000.00 
468,307.29 


820,710.55 
8,119.03 


$12,819,153.83 


$4,608,200.00 


$2,108,200.00 
2,500,000.00 


5,650,000.00 

120,896.87 
$104,050.52 
14,938.23 
1,908.12 


69,027.44 

16,806.83 

81,733.06 

129,900.11 

1,635,624.45 
$1,292,404.15 
280,502.02 
62,718.28 


499,102.12 
$12,819,153.83 


$5,650,000 of first mortgage bonds, 4 
per cent series due 1969, to provide it- 
self with part of the funds necessary 
to redeem $5,650,000 of first mortgage 
5 per cent bonds. The company sold 
the 4 per cent bonds at 101 per cent of 
their face value and accrued interest. 
The indenture securing the payment of 
the bonds provides that the company 
may, upon giving due notice, redeem 
said bonds at any time on or before 
June 1, 1943, upon payment of the 
principal thereof, accrued interest to 
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5,566.95 
7,480.50 
7,183.09 
4,412.74 
8,207.29 
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RE CALIFORNIA WATER & TELEPHONE CO. 


the date of redemption, and a premium 
of 6 per cent of the principal amount 
of the bonds redeemed. It is the com- 
pany’s intention to redeem said 4 per 
cent bonds on September 1, 1941. Ex- 
clusive of the accrued interest, the com- 
pany at that time must pay $5,989,000 
to redeem said 4 per cent bonds. 

As said, the company asks permis- 
sion to issue and sell at 1064 per cent 
of their face value and accrued inter- 
est, $5,850,000 of first mortgage 
bonds, 3.6 per cent series due 1971. 
The bonds will be dated June 1, 1941, 
and mature June 1, 1971. The inter- 
est will be payable semiannually on 
June 1 and December 1 of each year. 
The company reserves the right to re- 
deem the 3.6 per cent bonds prior to 
maturity. If it does so, it must pay 
a premium during each of the follow- 
ing periods in the amount set forth 
after each of such periods: 


From June 2, 1941 through June 1, 1946, 10% 
From June 2, 1946 through June 1, 1951, 84% 
From June 2, 1951 through June 1, 1956, 74% 
From June 2, 1956 through June 1, 1961, 6% 
From June 2, 1961 through June 1, 1966, 43% 
From June 2, 1966 through June 1, 1967, 24% 
From June 2, 1967 through June 1, 1968, 2% 
From June 2, 1968 through June 1, 1969, 14% 
From June 2, 1969 through June 1, 1970, 1% 
From June 2, 1970 through May 31, 1971, 4% 


If any of the bonds are redeemed 
from the proceeds of the sale of prop- 
erty of the company to any public au- 
thority or from any funds in the hands 
of the trustee in the special trust fund 
provided for in Article III of the trust 
indenture, as amended by the first sup- 
plemental indenture, the premium to 
be paid, on such redemption in lieu of 
the above set forth premiums, shall be 
such that the yield to the purchasers of 
the bonds will be 3.25 per cent from 
the redemption date to the maturity 
date of the bonds. 


In its petition, the company asks per- 
mission to use the proceeds from the 
sale of said $5,850,000 of bonds for 
the following purposes: 


To redeem all the company’s issued 
and outstanding first mortgage 
bonds, 4% series due 1969, prin- 
cipal amount 

To pay premium on said bonds ... 

To pay to Blyth & Co., Inc. a com- 
mission of 4 of 1% of the face 
value of the bonds to be issued 
and sold 

To pay expenses in connection with 
the redemption of outstanding 
bonds and the issue of new bords 
(estimated) 


$6,043,250 
$6,043,250 


Forward 


Brought forward 


To reimburse the treasury of the 
company for expenditures made 
for additions, betterments and re- 
placements to its property and to 
provide for working capital with 
which to carry on its program for 
additions, betterments, and re- 
placements to its property 


$6,230,250 


The $5,850,000 of bonds will be 
sold to the following insurance com- 
panies: 


Northwestern Mutual Life Insur- 
ance Company, Milwaukee, Wis- 
consin 

Prudential Insurance Company of 
America, Newark, y. 

Massachusetts Mutual Life Insur- 
ance Company, Springfield, Mass. 

— Life Company, Des Moines, 


$3,500,000 
1,000,000 
750,000 
200,000 
200,000 
200,000 
$5,850,000 


The testimony shows that the com- 
pany has expended for additions and 
betterments to its properties approxi- 
mately $375,000 against which the 
trustee has not authenticated any 
bonds. It further shows that for 
1941, the company estimates its gross 
construction expenditures at $565,223 


Equitable Life Insurance Company 
of Iowa, Des Moines, Iowa .... 
Provident Mutual Life Insurance 
Company, Philadelphia, Pa. .... 
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and its net additions and betterments 
at $407,556. The record shows con- 
clusively that the company has need 
for the proceeds which it will realize 
through the issue and sale of the $5,- 
850,000 of bonds. The order herein 
will authorize the company to use said 
proceeds to pay and discharge its out- 
standing $5,650,000 of bonds, to pay 
the expenses incident to the issue and 
sale of said $5,850,000 of bonds, and 
to reimburse its treasury because of in- 
come expended for additions and bet- 
terments. It is of record that approxi- 
mately $187,000 of the proceeds will 
be available for paying the cost of ad- 
ditions and betterments to the compa- 
ny’s properties. 

The company’s balance sheet shows 
unamortized debt discount and expense 
of $468,307.29. This amount in- 
cludes $242,775.55 of unamortized 
discount and expense applicable to the 
company’s redeemed first mortgage 5 
per cent bonds and $225,531.74 of un- 
amortized expense applicable to the 
company’s first mortgage 4 per cent 
bonds and premium paid upon the re- 
demption of said 5 per cent bonds. By 
Decision No. 32161, dated July 11, 
1939, supra, the Commissio.:’, subject 
to the provisions of said decision, au- 
thorizes the company to amortize said 
discounts, expenses, and premium on 
or before September 1, 1965. The 
company now requests permission to 
offset the $339,000 of premium which 
it must pay upon the redemption of 
said 4 per cent bonds by the premium 
which it will receive upon the sale of 
said 3.6 per cent bonds. This will 
leave a premium of $41,250 which the 
company proposes to amortize on or 
before September 1, 1965. We will at 
this time not modify the authority 
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granted by said Decision No. 32161, | 
dated July 11, 1939, supra. The sys- } 
tems of accounts prescribed by the | 
Railroad Commission provide that the | 
$339,000 of premium paid by the com- | 
pany upon the redemption of said 4 | 
per cent bonds should be charged to § 
surplus. The company urges that such | 
a charge will unduly reduce its surplus. | 
For accounting purposes, we have no | 
objection to the company amortizing | 
the $339,000 over the life of said 3.6 
per cent bonds. The annual amortiza- | 
tion of the premium received upon the | 
sale of said 3.6 per cent bonds in con- | 
formity with the Railroad Commis- | 
sion’s systems of accounts will approx- 
imately offset the annual amortization | 
of the $339,000 of premium paid and | 
the expenses incident to the issue and | 
sale of said 3.6 per cent bonds and the | 
expenses incident to the payment of } 
said 4 per cent bonds. 


As stated, the company asks per- | 
mission to execute a supplemental in- 
denture in substantially the same form | 
as the supplemental indenture filed in 


this proceeding as Exhibit 5. This 
supplemental indenture contains the | 
form of the company’s first mortgage 
bond, 3.6 per cent series due 1971. It 
also conveys in trust to Bank of Amer- 
ica National Trust and Savings Asso- 
ciation, trustee under the company’s 
trust indenture, dated September 1, 
1935, as amended by the supplemental 
indenture dated June 1, 1939, the real 
property acquired by the company since 
June 1, 1939. We find the proposed 
supplemental indenture to be in satis- 
factory form. 


ORDER 


A public hearing having been held 
on the above entitled application be- 
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fore examiner Fankhauser and the 
Commission having considered the evi- 
dence submitted at such hearing and 
it being of the opinion that the money, 
property, or labor to be procured or 
paid for by the issue of said $5,850,- 
000 of first mortgage bonds, 3.6 per 
cent series due 1971, by California 
Water & Telephone Company is rea- 
sonably required by said California 
Water & Telephone Company for the 
purposes herein stated; that the ex- 
penditures for said purposes, except 
the payment of expenses incident to 
the issue of said bonds, are not, in 
whole or in part, reasonably chargeable 
to operating expenses or to income, 
and that this application should be 
granted as provided in this order, 
therefore, 

It is hereby ordered as follows: 

1. California Water & Telephone 
Company may, after the effective date 
hereof and prior to November 1, 1941, 
execute a supplemental indenture sub- 
stantially in the same form as the sup- 
plemental indenture filed in this pro- 
ceeding as Exhibit 5, provided that 
the authority herein granted to execute 
said supplemental indenture is for the 
purpose of this proceeding only, and 
is granted only in so far as this Com- 
mission has jurisdiction under the 
terms of the Public Utilities Act and is 
not intended as an approval of said 
supplemental indenture as to such oth- 
er legal requirements to which said 
supplemental indenture may be subject. 

2. California Water & Telephone 
Company may, after the effective date 
hereof and prior to November 1, 1941, 
issue and sell at not less than 1064 per 
cent of the principal amount thereof 
plus accrued interest, $5,850,000 of 


first mortgage bonds, 3.6 per cent 
series due 1971. 

3. California Water & Telephone 
Company shall use the proceeds 
realized from the issue and sale of said 
$5,850,000 of first mortgage bonds, 
3.6 per cent series due 1971, to pay and 
discharge its outstanding $5,650,000 
of first mortgage 4 per cent bonds, to 
pay expenses incident to the issue and 
sale of said $5,850,000 of first mort- 
gage bonds, 3.6 per cent series due 
1971, to reimburse its treasury on ac- 
count of income expended for addi- 
tions and betterments to its properties, 
and to finance in part the construction 
expenditures. set forth in Exhibit 3 
filed in this proceeding. 

4. Within thirty days after the exe- 
cution of said supplemental indenture 
herein authorized to be executed, Cali- 
fornia Water & Telephone Company 
shall file with the Railroad Commission 
two certified copies of said supple- 
mental indenture. 

5. California Water & Telephone 
Company shall file with the Railroad 
Commission reports in compliance with 
the Commission’s General Order No. 
24-A, which order in so far as applica- 
ble is made a part of this order. 

6. California Water & Telephone 
Company shall file with the Railroad 
Commission on or before December 
31, 1941, a statement showing in de- 
tail its expenses incident to the issue 
and sale of said $5,850,000 of first 
mortgage bonds, 3.6 per cent series 
due 1971. 

7. The authority herein granted will 
become effective when California Wa- 
ter & Telephone Company has paid 
the fee prescribed by § 57 of the Pub- 
lic Utilities Act, which fee is $200. 

It is hereby further ordered that the 
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Railroad Commission’s systems of ac- 
counts in so far as California Water 
& Telephone Company is concerned 
are hereby modified and amended so as 
to permit said California Water & 
Telephone Company to amortize dur- 
ing the life of said 3.6 per cent bonds 
the $339,000 premium paid upon the 
redemption of said 4 per cent bonds, 


or so much of said premium as said 
California Water & Telephone Com- 
pany does not charge to surplus, pro- 
vided that the Commission reserves 
the right to determine hereafter wheth- 


er the charges necessary to amortize | 
said premiums and expenses shall be | 


included in the cost of money to Cali- 
fornia Water & Telephone Company. 





PENNSYLVANIA PUBLIC 


UTILITY COMMISSION 


Re Ray North, Doing Business As 
Ray North Transfer Company 


[Application Docket No. 25880.] 


Certificates of convenience and necessity, § 119 — Pick-up and delivery 
service — Connections with interstate carriers. 

Renewal of a certificate of public convenience and necessity authorizing 

a motor vehicle pick-up and delivery service for interstate motor carriers, 

solely between points in the state, should be granted when such operation 

is necessary and proper for the service, accommodation, convenience, and 


safety of tne public. 


Interstate commerce, § 7 — What constitutes — Pick-up and delivery service — 
Connection with interstate carriers. 


Discussion, in dissenting opinion, of the interstate character of a motor 
vehicle pick-up and delivery service for interstate motor carriers rendered 
by an operator confining his operations to a limited area in one state but 
furnishing no service whatever for intrastate carriers, p. 370. 


Certijicates of convenience and necessity, § 16 — Jurisdiction of Commission — 
Interstate service — Pick-up and delivery. 

Statement, in dissenting opinion, that an application for authority to fur- 

nish a pick-up and delivery service furnished exclusively for interstate 

motor carriers should be dismissed for lack of jurisdiction because it is 

wholly interstate in character, although conducted entirely in one state, 


p. 370. 


(Morcat anp BucHANAN, Commissioners, dissent.) 


[September 2, 1941.] 
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RE NORTH 


PPLICATION for approval of the continued exercise of the 
A right and privilege of operating motor vehicles as a com- 
mon carrier for the transportation of property in the completion 
of interstate shipments from terminals of interstate carriers; 

granted. 


By the Commission: By applica- 
tion filed August 7, 1936, Ray North, 
trading and doing business as Ray 
North Transfer Company, applicant, 
seeks renewal of the certificate of pub- 
lic convenience authorizing the follow- 
ing service: 

“To transport property in the com- 
pletion of interstate shipments be- 
tween terminal of Motor Express, Inc., 
Cincinnati-Pittsburgh Motor Ireight 
Line, Tidewater Lines, Inc., and Long 
Transportation Company, in the city 
of Pittsburgh, Allegheny county, to 
points within 20 miles, by the usually 
traveled highways of the City-County 


Building, in the city of Pittsburgh, 


excluding points 
county.” 

The rights granted under that cer- 
tificate expired March 1, 1936. Hear- 
ing on the application was held Octo- 
ber 29, 1936. There were no protests 
filed to the granting of the application. 

From the testimony of record we 
find the following facts: Ray North, 
trading and doing business as Ray 
North Transfer Company, applicant, 
is a motor freight carrier operating 
wholly within the commonwealth in 
performing a pick-up and delivery 
service for interstate carriers. Appli- 
cant has an arrangement with each of 
the interstate carriers whereby he 
transports the freight, which the in- 
terstate carrier has transported to 
Pittsburgh, from the terminal of the 
applicant, or the interstate carrier, to 
[24] 


in Washington 
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the ultimate consignee and, converse- 
ly, he also transports freight from a 
consignor’s place of business to appli- 
cant’s terminal or the terminal of the 
interstate carrier from where it is 
then transported to points outside 
Pennsylvania by the interstate motor 
carrier. 

Section 206a (49 USCA § 306a) 
of the Federal Motor Carrier Act of 
1935, provides that : 

“Except as otherwise provided in 
this section and in § 310a, no com- 
mon carrier by motor vehicle subject 
to the provisions of this chapter shall 
engage in any interstate or foreign 
operation on any public highway, or 
within any reservation under the ex- 
clusive jurisdiction of the United 
States, unless there is in force with 
respect to such carrier a certificate of 
public convenience and necessity is- 
sued by the Commission authorizing 
such operations And provid- 
ed further, that this paragraph shall 
not be so construed as to require any 
such carrier lawfully engaged in op- 
eration solely within any state to ob- 
tain from the Commission a certificate 
authorizing the transportation by such 
carrier of passengers or property in 
interstate or foreign commerce be- 
tween places within such state if there 
be a board in such state having au- 
thority to grant or approve such cer- 
tificates and if such carrier has ob- 
tained such certificate from such 
WE sa) Kron 
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Under the provisions of the above 
section, Congress has expressly re- 
lieved a carrier of the necessity of se- 
curing a certificate of public conven- 
ience from the Interstate Commerce 
Commission where such carrier’s op- 
eration is solely within a state, and 
such carrier has obtained a certificate 
from a regulatory body having author- 
ity to grant or approve such certificate. 

The applicant’s operations being 
solely between points in Pennsylvania 
and having obtained in 1933 a certifi- 
cate of public convenience from this 
Commission to perform the service 
now applied for, we find that approv- 
al of the renewal of this certificate is 
necessary and proper for the service, 
accommodation, convenience, and 
safety of the public; therefore, 

Now, to wit, September 2, 1941, it 
is ordered: That, upon compliance 
with all requirements of §§ 302 and 
915 of the Public Utility Law, rela- 
tive to tariffs and insurance, and with 
the rules and regulations promulgated 
by the Commission thereunder, a cer- 
tificate of public convenience issue evi- 
dencing the Commission’s approval of 
the continued exercise of the right and 
privilege of operating motor vehicles 
as a common carrier for the transpor- 
tation of property in the completion of 
interstate shipments from the terminal 
of Motor Express, Inc., Cincinnati- 
Pittsburgh Motor Freight Line, Tide- 
water Lines, Inc., and Long Trans- 
portation Company, in the city of 
Pittsburgh, Allegheny county, to 
points within a radius of 20 miles of 
the City-County Building, excluding 
points in the county of Washington, 
renewal of Folder 1. 

And subject to the following condi- 
tion: First: That the certificate hold- 


40 PUR(NS) 


er shall comply with all the provisions 
of the Public Utility Law as now ex- 
isting or as may hereafter be amend- 
ed, and Revised General Order No. 29, 
effective July 1, 1939, or as may here- 
after be revised, and any other rules 
and regulations as may hereafter be 
prescribed by the Commission. Feail- 
ure to comply shall be sufficient cause 
to suspend, revoke, or rescind the 
rights and privileges conferred by the 
certificate. 

Commissioner Morgal files a dis- 
senting opinion; Commissioner Bu- 
chanan concurs with Commissioner 
Morgal’s dissenting opinion. 

MorcaL, Commissioner, dissent- 
ing: I dissent from the decision of 
the majority in granting a certificate 
of public convenience to this appli- 
cant, because I am of the opinion that 
the motor transportation involved is 
wholly interstate in character, and 
that, therefore, the application should 
be dismissed for lack of jurisdiction. 

While the service rendered by the 
applicant was somewhat vaguely de- 
scribed in the majority decision as “a 
pick-up and delivery service for in- 
terstate carriers,’ its real charac- 
teristics become apparent when the in- 
terstate movements, of which the ap- 
plicant performs a part, are broken 
down and analyzed. The record dis- 
closes that applicant’s relationship to 
the interstate movement is as follows: 

When a consignor located outside 
Pennsylvania desires to ship freight 
by motor carrier to a point within a 
radius of 20 miles of Pittsburgh, he 
notifies the interstate carrier which 
issues its through bill of lading with 
the ultimate consignee designated 
therein. The interstate carrier there- 
upon carries the freight in its own ve- 
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hicle to. Pittsburgh and delivers it ei- 
ther at its own terminal or the termi- 
nal of the applicant who, thereupon, as 
soon as the transfer to applicant’s 
vehicle can be effected, transports the 
freight to the ultimate consignee in 
Pennsylvania. The applicant secures 
the consignee’s signature to the bill of 
lading and returns same to the inter- 
state carrier. The name of the appli- 
cant does not appear upon the bill of 
lading. 

Conversely, when a consignor locat- 
ed within a radius of 20 miles of 
Pittsburgh wishes to ship goods by 
motor carrier to a point outside Penn- 
sylvania, he notifies the interstate car- 
rier which thereupon calls the appli- 
cant. The consignor designates the 


ultimate point of destination upon a 
through bill of lading issued by the 
interstate carrier and the driver for 
the applicant signs a receipt in the 


name of the interstate carrier per the 
name of the driver. The name of the 


applicant does not appear upon the’ 


receipt or upon the bill of lading. 
The goods are then transported in 
the equipment of the applicant to the 
Pittsburgh terminal of either the ap- 
plicant or the interstate carrier where 
it is immediately unloaded and then 
reloaded upon the equipment of the 
interstate carrier which then trans- 
ports the goods to the ultimate con- 
signee beyond Pennsylvania. 

Thus it will be observed that while 
applicant’s operations are conducted 
wholly within the commonwealth of 
Pennsylvania, the function performed 
by him merely constitutes a link in the 
chain of a complete interestate move- 
ment initiated and consummated by 
an interstate line-haul carrier. Appli- 
cant furnishes no service whatever for 
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intrastate carriers. The relationship 
between the applicant and the inter- 
state carriers for whom he transports 
is contractual. He makes no charge 
to the shipping public, the charge for 
the movement performed being merged 
with, and absorbed by, the interstate 
line-haul carrier. 

The decision of the majority is 
marked by the absence of court and 
Commission citations in support of 
its finding that the applicant’s service 
is intrastate in character. While many 
cases can be cited to show conclusive- 
ly that the service performed by the 
applicant is interstate in character, I 
shall cite only a few of the more im- 
portant ones. 

The leading case on interstate car- 
riage is The Steamer Daniel Ball 
(1871) 10 Wall. 557, 19 L ed 999. In 
that case the steamer “Daniel Ball” 
traveled on a river flowing entirely 
within Michigan. The steamer navi- 
gated between the cities of Grand 
Rapids, Michigan, and Grand Haven, 
Michigan. Merchandise and persons 
were transported, some of which 
came from out of the state and some 
were destined to other states, whereas 
others were destined for places with- 
in the state. The owners of the steam- 
er refused to obtain a license from the 
United States as required by an act 
of Congress of all steamers operating 
in interstate commerce. The court 
held the owners must obtain the li- 
cense as the steamer was engaged in 
interstate commerce. On page 565 
the court said: 

“In this case it is admitted that the 
steamer was engaged in shipping and 
transporting, down Grand river, goods 
destined and marked for other states 
than Michigan, and in receiving and 
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transporting up the river goods 
brought within the state from without 
its limits; but inasmuch as her agency 
in the transportation was entirely 
within the limits of the state, and she 
did not run in connection with, or in 
continuation of, any line of vessels or 
railway leading to other states, it is 
contended that she was engaged en- 
tirely in domestic commerce. But this 
conclusion does not follow. So far 
as she was employed in transporting 
goods destined for other states, or 
goods brought from without the lim- 
its of Michigan and destined to places 
within that state, she was engaged in 
commerce between the states, and how- 
ever limited that commerce may have 
been, she was, so far as it went, sub- 
ject to the legislation of Congress. 
She was employed as an instrument of 
that commerce; for whenever a com- 
modity has begun to move as an article 
of trade from one state to another, 
commerce in that commodity between 
the states has commenced. The fact 
that several different and independent 
agencies are employed in transporting 
the commodity, some acting entirely 
in one state, and some acting through 
two or more states, does in no respect 
affect the character of the transac- 
tion.” 

And again on page 566: 

ss" we are unable to draw any 
clear and distinct line between the au- 
thority of Congress to regulate an 
agency employed in commerce between 
the states, when that agency extends 
through two or more states, and when 
it is confined in its action entirely 
within the limits of a single state. If 
its authority does not extend to an 
agency in such commerce when that 
agency is confined within the limits of 
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a state, its entire authority over inter 
state commerce may be defeated. Sey- 
eral agencies combining, each taking 
up the commodity transported at the 
boundary line at one end of a state, | 
and leaving it at the boundary line at 
the other end, the Federal jurisdiction | 
would be entirely ousted, and the con- | 
stitutional provision would become a 
dead letter.” 


A case in which the facts are simi- | 
lar to those of the applicant is that | 
of Meyers v. Railroad Commission | 
(1933) 218 Cal 316, 1 PUR(NS) 
215, 23 P(2d) 26. In that case, the 
California Railroad Commission di- 
rected petitioner to cease and desist 
operating as a carrier in California 
until he obtained a certificate of pub- 
lic convenience from the Commission. 
Petitioner attacked this order on the 
sole ground that he operated solely in 
interstate and foreign commerce. The 
evidence showed that petitioner was 
engaged only in the business of trans- 
porting goods from the docks of Los 
Angeles harbor to points in and 
around Los Angeles, or from such 
points to the docks, all of which goods 
have been shipped in from or con- 
signed to destinations outside the 
state. At p. 217 of 1 PUR(NS), 23 
P(2d) 26, the court said: 

“It is urged that the principle above 
announced should not be applied here 
as, although petitioner operates exclu- 
sively in the transportation of goods 
in interstate or foreign commerce, he 
does not himself travel outside, but 
remains wholly within, the boundaries 
of the state of California. On princi- 
ple, as well as authority, no such dis- 
tinction will apply by reason of that 
fact. A link in the travel of goods in 
interstate commerce may be wholly 
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within a state or partially within and 
partially without it. The origin and 
destination of the shipment determine 
its character and once the interstate 
character attaches, it remains through- 
out the movement of the goods, though 
the point of destination be within, 
yet very far removed from the boun- 
daries of, another state. png 

In Illinois C. R. Co. v. Louisiana R. 
Commission (1915) 236 US 157, 163, 
59 L ed 517, PURI915A 840, 843, 
35 S Ct 275, the United States Su- 
preme Court, in discussing the nature 
of interstate commerce, said: 

“When freight actually starts in the 
course of transportation from one 
state to another it becomes a part of 
interstate commerce. The essential na- 
ture of the movement, and not the 
form of the bill of lading, determines 
the character of the commerce in- 
volved. And generally when this in- 
terstate character has been acquired it 
continues, at least, until the load reach- 


es the point where the parties original- 


ly intended that the movement should 
finally end. P 

In the case of United States v. Erie 
R. Co. (1929) 280 US 98, 74 L ed 
187, 50 S Ct 51, the Interstate Com- 
merce Commission entered an order 
establishing a freight rate for defend- 
ant between Hoboken, New Jersey, 
and Garfield, New Jersey. The defend- 
ant attacked the order on the sole 
ground the shipments were wholly in- 
trastate and, therefore, not within the 
jurisdiction of the Interstate Com- 
merce Commission. A purchaser of 
wood pulp, located in Garfield, ordered 
its raw material through a New York 
broker, an agent for a foreign mill. 
The broker cabled the foreign mill and 
named the purchaser. The mill there- 


upon shipped the pulp consigned to 
New York harbor, but the individual 
customer was not named in the con- 
signment. The bill of lading was sent 
by the mill to the broker. The num- 
ber of bales consigned to the purchas- 
er were sometimes a part of a larger 
shipment, but the number of bales as- 
signed the purchaser were always de- 
livered to it and none were permitted 
to be diverted to any other customer. 
After the pulp was delivered to the 
dock, the purchaser had it delivered 
by rail from Hoboken to Garfield, but 
the entire shipment was not delivered 
at once, only two or three carloads at 
atime. The freight charge from the 
dock to Garfield was paid by the pur- 
chaser to the rail carrier. The United 
States Supreme Court held this to be 
an interstate shipment, Mr. Justice 
Brandeis saying, at pages 101 and 
102: 

“But the nature of the shipment is 
not dependent upon the question when 
or to whom the title passes. Pennsyl- 
vania R. Co. v. Clark Bros. Coal Min. 
Co. (1915) 238 US 456, 465, 59 L ed 
1406, 35 S Ct 896. It is determined by 
the essential characterof the commerce. 
Baltimore & O. S. W. R. Co. v. Settle 
(1922) 260 US 166, 170, 67 L ed 
189, 43 S Ct 28. It is not affected by 
the fact that the transaction is initiated 
or completed under a local bill of lad- 
ing which is wholly intrastate, Ohio 
R. Commission v. Worthington 
(1912) 225 US 101, 108, 56 L ed 
1004, 32 S Ct 653; Texas & N. O. R. 
Co. v. Sabine Tram Co. (1913) 227 
US 111, 57 L ed 442, 33 S Ct 229; 
Hughes Bros. Timber Co. v. Minne- 
sota (1926) 272 US 469, 71 L ed 
359, 47 S Ct 170; or by the fact that 
there may be a detention before or 
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after the shipment on the local bill of 
lading, Carson Petroleum Co. v. Vial 
(1929) 279 US 95, 73 L ed 626, 49 
S Ct 292. The findings of the Com- 
mission, that the broker acts only as 
agent and that from the time that the 
pulp is put aboard the steamer there 
is a continuing intent that it should 
be transported to Garfield, ought to 
have been accepted by the district 
court as conclusive, since there was 
ample evidence to sustain it. Western 
Paper Makers’ Chemical Co. v. Unit- 
ed States (1926) 271 US 268, 70 L 
ed 941, 46 S Ct 500; Virginian R. Co. 
v. United States (1926) 272 US 658, 
71 L ed 463, 47 S Ct 222. The rail 
transportation is in fact a part of for- 
eign commerce.” 

The test of determining whether a 
carriage is interstate or intrastate is 
summarized in 11 Am Jur Com- 
merce, § 65, where it is said: 

“In order for local transportation 
of goods to constitute interstate or 
foreign commerce, there must be such 
continuity of movement as to show 
that shipment to the ultimate destina- 
tion was within the original contem- 
plation of the shipper and that stop- 
page or change of carriers is merely 
incidental to the shipment. Mere un- 
interrupted movement of gocds will 
not necessarily constitute the local 
transportation a part of an interstate 
or foreign shipment. It must be 
shown that the shipper, when he made 
the original shipment, intended or had 
within his contemplation transporta- 
tion to a point outside the state if the 
local transportation preceded the in- 
terstate or foreign traffic, or if it suc- 
ceeded it, to the final local destination, 
in order to make the local carriage in- 
terstate or foreign commerce.” 
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From a consideration of these and | 
related cases, I am of the opinion that | 
where freight from outside Pennsyl- | 
vania is destined to a point within the | 
state of Pennsylvania, and the ship- § 
ment to the ultimate destination was | 
within the original contemplation of | 
the shipper, and the mere stoppage or | 
change of carrier at Pittsburgh was 
incidental to the completion of the § 
shipment, such transportation consti- 
tutes interstate commerce. : 
ly, where freight from within a point | 
in Pennsylvania is destined to a point | 
outside the state, and the shipment to 
the ultimate destination was within the 
original contemplation of the Penn- 
sylvania shipper, and the mere stop- 
page or change of carrier at Pitts- 
burgh was incidental to the completion 
of the shipment, such transportation 
constitutes interstate commerce. 

A careful reading of the Public 
Utility Law makes it clear that an in- 
terstate carrier need not obtain a cer- 
tificate of public convenience from the 
Pennsylvania Public Utility Commis- 
sion before engaging in interstate 
commerce within this commonwealth. 
Section 1402 of the Public Utility Law 
states : 

“The provisions of this act, except 
when specifically so provided, shall not 
apply, or be construed to apply, to com- 
merce with foreign nations, or among 
the several states, except in so far as 
the same may be permitted under the 
provisions of the Constitution of the 
United States and the acts of Con- 
gress.” 

Thus the legislature has expressly 
excluded from the jurisdiction of the 
Commission all regulation of interstate 
commerce. 
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Having satisfied myself that under 
the foregoing court and Commission 
decisions, the motor transportation 
functions performed by the applicant 
constitute interstate commerce, which 


Law, is specifically excluded from the 
jurisdiction of the Commission, I am 
of the opinion that the application of 
Ray North for a certificate of public 
convenience should be dismissed for 


under § 1402 of the Public Utility lack of jurisdiction. 





PENNSYLVANIA SUPREME COURT 


Bell ‘Telephone Company of Pennsylvania 


Dennis J. Driscoll et al. 


(— Pa —, 21 A(2d) 912.) 


Courts, § 8 — Jurisdiction — State courts — Injunction suit. 
1. The court of common pleas has jurisdiction to entertain a bill to enjoin 
the Commission from exercising powers not conferred on it or powers un- 
constitutionally conferred on it, p. 377. 


Constitutional law, § 2 — Commission regulation — Intercompany contracts. 
2. A telephone company has the right to question the constitutionality of 
a statute requiring Commission’ approval before contracts between utili- 
ties and their affiliates may become effective, even though no attempt has 
been made to impose penalties on the company under the statute, and 
though the company has not applied for Commission approval of such a 
contract, p. 377. 

Intercorporate relations, § 5 — Delegation of powers — Approval of contracts — 

Absence of standards. 

3. The statute providing that public service companies may not enter into 
or modify contracts with affiliates without prior Commission approval con- 
stitutes an unconstitutional delegation of legislative power where it fails 
to establish primary standards and thus gives the Commission power to 
manage the business of the corporation as fully as the board of directors 
of the corporations might do, p. 378. 

Constitutional law, § 9 — Delegation of powers — Absence of standards. 
4, The term “public interest” is too vague and elastic to furnish a stand- 
ard to be followed by the Commission in exercising powers delegated to 
it by the legislature, p. 378. 

Constitutional law, § 9 — Delegation of powers — Absence of standards. 


5. Legislative delegation of power to the Commission is a nullity if it 
fails to prescribe with reasonable clarity the limits of the power delegated 
to the Commission or if those limits are too broad, p. 378. 


[September 29, 1941.] 
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PPEAL from decree granting injunction to restrain Commis- 
A sion from enforcing against plaintiff statute providing for 
Commission approval as condition precedent to intercompany 
contract; affirmed. For decision by lower court, see 34 PUR 

(NS) 98. 


Argued before Schaffer, C. J., and 
Maxey, Drew, Linn, Stern, Patterson, 
and Parker, JJ. 

APPEARANCES: Paul D. Larimer, 
Assistant Counsel, Public Utility Com- 
mission, and Harry M. Showalter, 
both of Harrisburg, and Claude T. 
Reno, Attorney General, for appel- 
lants; Snyder, Hull, Leiby & Metzger 
and Arthur H. Hull, all of Harrisburg, 
and Benjamin O. Frick, of Philadel- 
phia, for appellee. 


PaRKER, J.: The Bell Tele- 
phone Company of Pennsylvania filed 
a bill in equity asking for an injunc- 
tion restraining the defendants from 
enforcing against it § 702! of the 
Public Utility Law of 1937, as amend- 
ed by Act of September 28, 1938, Sp. 
Sess. P.L. 44, 66 P.S. § 1272. The 
defendants moved to dismiss the bill 
for want of jurisdiction and the plain- 
tiff secured a rule to show cause why 
a preliminary injunction should not 


¥ 


be granted. The chancellor dismissed | 


the preliminary objections to the bill 
and after hearing granted a prelimi- 
nary injunction. Certain stipulations 
were filed with reference to the evi- 
dence taken, the bill was dismissed, 
and a decree nisi filed. The court in 
banc reversed the decree nisi and en- 
tered a final decree, in which the chan- 
cellor joined, granting the relief prayed 
for, and defendants have appealed. 
The decree must be affirmed. 


The appellants renew their objec- 
tion to the bill, insisting that where a 
statute requires Commission approval 
of a contract between a public utility 
and an affiliated interest as a precedent 
to its validity, one who comes within 
the terms of the statute but who has 
failed to make the required application 
and against whom no attempt has been 
made to impose penalties cannot com- 
plain that the statute is unconstitu- 
tional. They suggest that the consti- 
tutionality of this section might be 





1“No public utility, except a common carrier 
by railroad or motor vehicle subject to part 
one or part two of the Interstate Commerce 
Act, shall, without the prior approval of the 
Commission, make effective or modify any 
contract with an affiliated interest, or, by way 
of donation, give to, or receive from, an affil- 
iated interest, any property, money, security, 
right, or thing: Provided, however, that the 
requirements of this section shall not apply 
to—(1) a contract for services as referred to 
in § 701 of this act, or (2) any single or 
isolated transaction involving a cash consid- 
eration not exceeding one thousand dollars, or 
(3) any single or isolated transaction involv- 
ing the purchase or sale of fixed assets, ma- 
terials or supplies, used in rendering public 
service, in which the monetary value of the 
consideration does not exceed one per cent 
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of the undepreciated book value of the fixed 
assets of such public utility, except that any 
such transaction, involving more than fifty 
thousand dollars, or involving any transfer of 
securities or loan of money, shall not be in- 
cluded in these exemptions, and shall be sub- 
ject to the requirements of this section: And 
provided further, that, if the Commission shall 
have granted its approval to any public utility 
to contract with an affiliated interest for the 
loan of sums of money at intervals, or for any 
continuing or serial transactions, the Com- 
mission may, after hearing, and upon a finding 
of public interest, withdraw its approval there- 
of, and all portions of the contract made pur- 
suant thereto, then executory, shall be void, 
and all transactions thereunder, other than 
payment by either party for value already 
received, shall be unlawful.” 
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Z raised either by making contracts 


without prior approval from the Com- 
mission and raising the constitutional 
question when penalties for the viola- 
tion are attempted to be enforced, or 
by complying with the section and if 
at any time approval is refused, argu- 
ing the constitutionality of the act on 
appeal. 

[1, 2] We have no doubt about the 
right of the court of common pleas of 
Dauphin county in the exercise of its 
equitable powers to entertain a bill to 
enjoin an administrative agency of 
the commonwealth from exercising 
powers not conferred on it or uncon- 
stitutionally conferred on it. That 
point has been decided too frequently 
to be longer in doubt. Martin v. Bal- 
dy (1915) 249 Pa 253, 259, 94 Atl 
1091; Germantown Trust Co. v. 
Powell (1918) 260 Pa 181, 183, 103 
Atl 596; York R. Co. v. Driscoll 


(1938) 331 Pa 193, 196, 24 PUR 
(NS) 405, 200 Atl 864; Western 


Pennsylvania Hospital v. Lichliter 
(1941) 340 Pa 382, 392, 17 A(2d) 
206, 132 ALR 1146. The penalties 
imposed for failure to apply for ap- 
proval are severe, a maximum of five 
years’ imprisonment and $5,000 fine, 
66 P.S. § 1495. It would be grossly 
unfair to require the corporation and 
its officers to risk such penalties in or- 
der to test the constitutionality of the 
act: Ex parte Young (1908) 209 US 
123, 52 L ed 714, 28 S Ct 441, 449, 
13 LRA(NS) 932, 14 Ann Cas 764. 
It was there said: “When the pen- 
alties for disobedience are by fines 
sO enormous and imprisonment so 
severe as to intimidate the company 
and its officers from resorting to the 
courts to test the validity of the leg- 
islation, the result is the same as 


if the law in terms prohibited the 
company from seeking judicial con- 
struction of laws, which deeply af- 
fect its rights.” To the same effect 
see Pennsylvania R. Co. v. Driscoll, 
(1938) 330 Pa 97, 101, 198 Atl 130. 

As to the alternative suggestion it 
is sufficient to say that the remedy is 
inadequate. The company was not 
under obligation to submit to the en- 
forcement of an unconstitutional law. 
The chancellor found as a fact that 
appellee enters into more than thirty 
contracts a year for which it would be 
required to secure the approval of the 
Commission. Much of its equipment 
must be obtained from an affiliate, the 
Western Electric Company, or other- 
wise it would be embarrassed in exer- 
cising its franchises and in furnishing 
service to the public with resultant in- 
jury to it and the public. It was also 
found that compliance by plaintiff with 
§ 702 would subject it “to expense in 
each case in the preparation of and 
the hearings on such applications, and 
also subject plaintiff to the expense in- 
curred by the Commission in the in- 
vestigation of and hearings on such 
applications. These expenses 
plaintiff would be unable to recover 
back. There might be delay in the 
commencement and completion of 
projects for which such contracts and 
orders were made or given, due to the 
necessity of preparation of and hear- 
ings on said applications and decision 
thereon. There would also be delay 
in the extension, replacement, or im- 
provement of plaintiff’s facilities for 
public service.” When we consider 
that such hearings frequently cause 
delay of months and even years, it is 
clear that the company does not have 
an adequate or sufficient remedy. 
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[38-5] It is the contention of the 
appellee, sustained by the court below, 
that § 702 unlawfully delegates legis- 
tive powers to the Commission and is, 
therefore, unconstitutional. As the 
conclusion of that court seems so clear- 
ly right, it will not be necessary to 
consider other objections to the sec- 
tion raised by the company. While 
we approach the subject with the pre- 
sumption that the section is valid and 
constitutional, there are, nevertheless, 
constitutional limitations upon the 
power of the legislature to delegate its 
authority. This is firmly established 
by previous decisions of this court as 
well as by those of the Supreme Court 
of the United States. The Constitu- 
tion of this commonwealth, in Art. II, 
§ 1, provides: “The legislative pow- 


er of this commonwealth shall be vest- 
ed in a general assembly which shall 
consist of a senate and a house of rep- 


resentatives.” In Re West Philadel- 
phia (Pa 1843) 5 Watts & S 281, 
283, we said: “Under a well-balanced 
Constitution, the legislature can no 
more delegate its proper function than 
can the judiciary.” The limits upon 
the power to delegate authority are set 
forth in the leading case of Locke’s 
Appeal (1873) 72 Pa 491, 498, 13 
Am Rep 716: “The legislature can- 
not delegate its power to make a law; 
but it can make a law to delegate a 
power to determine some fact or state 
of things upon which the law makes, 
or intends to make, its own action de- 
pend. To deny this would be to stop 
the wheels of government. There are 
many things upon which wise and use- 
ful legislation must depend, which 
cannot be known to the law-making 
power, and must, therefore, be a sub- 
ject of inquiry and determination out- 
40 PUR(NS) 


side of the halls of legislation.” 
Where the legislature establishes pri- 
mary standards and then delegates to | 
an administrative body the power to | 
determine some fact or state of things | 
upon which it makes or intends to 
make its own action depend, it is the 
legislature which has legislated and 
not the administrative body. The 
same thought was expressed by Chief 
Justice Hughes in Panama Refining 
Co. v. Ryan (1935) 293 US 388, 426, 
79 L ed 446, 55 S Ct 241, 251, where 
speaking for the court he said: ‘““More- 
over the Congress may not only give 
such authorizations to determine spe- 
cific facts, but may establish primary 
standards, devolving upon others the 
duty to carry out the declared legisla- 
tive policy; that is, as Chief Justice 
Marshall expressed it, ‘to fill up the de- 
tails’ under the general provisions 
made by the legislature. Wayman v. 
Southard (1825) 10 Wheat. 1, 43, 6 
L ed 253.” Again, in Interstate Com- 
merce Commission v. Goodrich Trans- 
it Co. (1912) 224 US 194, 214, 56 
L ed 729, 32 S Ct 436, 441, the prin- 
ciple is thus stated: “The Congress 
may not delegate its purely legislative 
power to a Commission, but, having 
laid down the general rules of action 
under which a Commission shall pro- 
ceed, it may require of that Commis- 
sion the application of such rules to 
particular situations and the investi- 
gation of facts, with a view to making 
orders in a particular matter within 
the rules laid down by the Congress.” 

We are here concerned with that 
portion of § 702 which requires the 
prior approval of the Commission be- 
fore the utility may make effective or 
modify any contract with an affiliated 
interest and our first inquiry is wheth- 
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er the company is affected by the al- 
leged unconstitutional features of the 
section. The elementary facts found 
by the court or shown by the plead- 
ings demonstrate that it is. The oper- 
ating territory of the Bell Telephone 
Company of Pennsylvania is confined 
to Pennsylvania but it is surrounded 
by territory of other Bell companies 
owned or controlled by the American 
Telephone and Telegraph Company, 
so that each has an affiliated interest 
with the others within the meaning of 
the Public Utility Law. By reason of 
the long distance telephone service 
rendered there is necessarily a close 
working interest among the affiliates. 
The lines are not only connected but 
the method of conducting intercom- 
munications makes necessary the use 
in common of poles, ducts, and other 
spaces with the result that there are 
many contractual dealings in varied 
forms. The appellee has no purchas- 
ing department of its own, no ware- 
houses, no organization for disposing 
of equipment which is junked, no en- 
gineering force for installing central 
office equipment. All this service is 
performed by an affiliate, the Western 
Electric Company. It must make 
many contracts with that company 
that come within the terms of the sec- 
tion and it is frequently necessary to 
modify such contracts. 


The Western Electric Company 
manufactures about 23,000 items 
which are used by this utility and less 
than 3,000 of them can be obtained 
elsewhere. It would greatly increase 
the cost of equipment to the appellee 
if it were deprived of this source of 
purchase. The delays incident to ap- 
plications and hearings would serious- 
ly affect the service rendered by the 


company and entail much engineering 
and legal expense. 

There is no explicit standard set up 
in this section to guide the Commis- 
sion and we do not understand that 
the appellants contend that there is. 
They seek to find such guide by refer- 
ence to the whole act. The appellants’ 
argument becomes somewhat hard to 
follow at this point for they do not 
make clear whether the alleged im- 
plicit standard is merely public inter- 
est or something more definite. The 
form of this section would seem to in- 
dicate that the legislature did not in- 
tend to set up any standard for the 
Commission in approving contracts, 
for its power to approve or disapprove 
is untrammeled by any conditions 
while the right of the Commission to 
withdraw its approval previously giv- 
en is conditioned on a finding of pub- 
lic interest. 

Even if we were to consider that 
public interest can be implied as the 
standard for approval, that term would 
not be a proper standard unless fur- 
ther defined or limited in its meaning. 
To hold otherwise would be to reject 
the rule that the legislature may not 
delegate its authority to legislate since 
in any such delegation there is an im- 
plication that the power will be exer- 
cised in the public interest. Before any 
Commission can decide whether a con- 
tract is contrary to public interest, it 
is necessary to find what is or what is 
not in the public interest. The power 
to make such determination rests with 
the legislature and without such dec- 
laration the Commission would be 
without a standard or criterion. The 
phrase “public interest” as used in this 
connection is “a concept without as- 
certainable criterion.” At best the 
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term is too vague and elastic to fur- 
nish a standard. As we have said: 
“In all such occasions, nevertheless, 
the legislative body must surround 
such authority with definite standards, 
policies, and limitations to which such 
administrative officers, boards, or 
Commissions, must strictly adhere and 
by which they are strictly governed. 

If the legislature fails, how- 
ever, to prescribe with reasonable clar- 
ity the limits of the power delegated 
or if those limits are too broad, its at- 
tempt to delegate is a nullity. Schech- 
ter Poultry Corp. v. United States 
(1935) 295 US 495, 79 L ed 1570, 
55 S Ct 837, 97 ALR 947; Panama 
Refining Co. v. Ryan, supra; O’Neil 
v. American Fire Insurance Co. 


(1895) 166 Pa 72, 30 Atl 943, 26 
LRA 715, 45 Am St Rep 650;” Hol- 
gate Bros. Co. v. Bashore (1938) 331 
Pa 255, 260, 263, 200 Atl 672, 675, 


117 ALR 639. 


There are undoubtedly situations 
where the courts have been able 
to gather a definite and clear stand- 
ard or criterion for the guidance 
of Commissions and similar bodies by 
resort to an entire act and the context. 
Such were the situations in Texas v. 
United States (1934) 292 US 522, 78 
L ed 1402, 54 S Ct 819; New York 
Central Securities Corp. v. United 
States (1932) 287 US 12, 77 L ed 
138, 53 S Ct 45; Federal Radio Com- 
mission v. Nelson Bros. Bond & 
Mortg. Co. 289 US 266, 77 L ed 1166, 
PUR1933D 465, 53 S Ct 627, 89 
ALR 406. But here we find little sup- 
port for the appellants’ position. It 
is not strange that the appellants 
failed to point to any specific provision 
that would support this contention. 
Their argument continually comes 


back to public interest as a criterion. 
However, they have referred to deci- 
sions (Solar Electric Co. v. Public 
Utility Commission (1939) 137 Pa 
Super Ct 325, 333, 31 PUR(NS) 


275, 9 A(2d) 447; Johnsonburg vy. 


Public Service Commission (1930) 
98 Pa Super Ct 284, 291; Chambers- 
burg Gas Co. v. Public Service Com- 
mission (1935) 116 Pa Super Ct 196, 
226, 7 PUR(NS) 359, 176 Atl 794) 
where the appellate courts have empha- 
sized the necessity to scrutinize with 
care dealings between affiliates where 
rate cases are involved and suggest 
that the standard to guide the Com- 
mission in the exercise of power un- 
der § 702 is to be based on a finding 
of public interest as affecting rates and 
adequacy of service. 

It is conceded that the legislature 
may forbid contracts between affiliates 
which are inimical to the public inter- 
est and that the legislature may estab- 
lish primary standards which such 
contracts must meet and then delegate 
to the Commission the power to de- 
termine the facts which place such 
contracts within or outside the legis- 
lative prohibition. The objection to 
the course followed here is that the 
Commission is not restrained in any 
respect by a standard or norm. It is 
the prerogative of the legislature and 
not of the Commission to determine 
what the public policy shall be. When 
this has been done the Commission 
may then determine whether a state 
of facts shows a compliance with that 
predetermined policy. 

The act as a whole covers many 
sorts of utilities and a multiplicity of 
subjects that naturally arise in serv- 
ing the public, but when we examine 
it with the purpose in viéw of finding 
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whether there is any standard that 
may be employed in interpreting § 702, 
we find only a general purpose to reg- 
ulate rates and to assure adequate 
service without discrimination. The 
relation of § 702 to rates is exceed- 
ingly tenuous for it is specifically pro- 
vided by § 705, 66 P.S. § 1275, that 
approvals granted to a public utility by 
the Commission with respect to any 
contract with an affiliated interest shall 
not bind or require the Commission in 
fixing rates to take into consideration 
any payment made under any con- 
tract so approved. The relation to 
adequate service is even more remote. 
Every contract of a utility may affect 
adequate service but this section deals 
only with a limited type of contract. 
Notwithstanding any slight connection 
which might be found between con- 
tracts with affiliates and rates and serv- 
ice, we still have no standard furnished 
on which the Commission is to base 
its action. If the utility should make 


an application and a hearing be re- 


quired, there is not the slightest indi- 
cation of what proofs the utility should 
furnish in order to secure approval. 
Section 702 leaves the Commission in 
absolute control without restraint in 
its approval or disapproval of such 
contracts. 

It is well settled that the Commis- 
sion is not the financial manager of 
the corporation: Chambersburg Gas 
Co. v. Public Service Commission, 


supra, 116 Pa Super Ct at p. 227; 
State P. U. C. ex rel. Springfield v. 
Springfield Gas & E. Co. (1919) 291 
Ill 209, 234, PUR1920C 640, 125 NE 
891; Houston v. Southwestern Bell 
Teleph. Co. 259 US 318, 323, 66 L 
ed 961, PUR1922D 793, 42 S Ct 486. 
“The Public Utility Commission is 
not a super board of directors for the 
public utility companies of the state 
and it has no right of management of 
them. Its sole power is to see that in 
the matter of rates, service, and fa- 
cilities, their treatment of the public is 
fair.” Northern Pennsylvania Power 
Co. v. Public Utility Commission 
(1939) 333 Pa 265, 267, 27 PUR 
(NS) 233, 235, 5 A(2d) 133, 134. 
This section is not limited to regula- 
tion. It has gone much farther. It 
is not an attempt to prescribe what the 
utility shall do or not do, but is rather 
an attempt to delegate to a Commis- 
sion a power to manage the business 
of the corporation as fully as the 
board of directors of the utility might 
do, as to an important and essential 
function. If this could be done, then 
the Commission would determine the 
economic and fiscal policy of the util- 
ity. The grant of such unusual pow- 
ers constitutes an illegal and unconsti- 
tutional delegation of authority. 

The decree of the court below is af- 
firmed at the costs of the defendants, 
but the plaintiff shall bear the expense 
of printing its own briefs. 
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Re United Telephone Company 


[Case No. 10,069.] 


Valuation, § 293 — Working capital — Advance payment. 
1. Cash working capital should not be allowed in determining the rate 
base of a telephone company when it is shown that the company collects 
in advance for the service rendered and for that reason receives revenues 
prior to requirements to meet operating expenses, p. 383. 

Return, § 112 — Telephone company — Depreciation — Taxes. 


2. An allowance of 8.66 per cent for depreciation, Federal, and state in- 
come taxes, and return of a telephone company was held not to be exces- 


sive, p. 383. 


[October 3, 1941.] 


PPLICATION by telephone company for authority to file sched- 
ule of increased rates; granted. 


By the Commission: This case is 
before the Commission upon the ap- 
plication of The United Telephone 
Company for authority to file a new 
schedule of rates for telephone serv- 
ice furnished at Cole Camp in Benton 
county, Missouri. The rates proposed 
are higher than the rates now in 
effect. 

Upon receipt of the applicant’s re- 
quest notice was given the city of Cole 
Camp of the filing of the application. 

Attached to the application is an ap- 
praisal made by the applicant’s engi- 
neering staff and a statement of the 
revenues received and the expenses in- 
curred in the operation of the system, 
purporting to show that the applicant 
is not realizing sufficient revenues 
from the operation of the exchange to 
secure a reasonable return on the fair 
value of the property, and for the pur- 
pose of showing that the rates pro- 
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posed will not provide more than a 
reasonable return on that property. 

For the purpose of determining 
more fully what the value of the prop- 
erty is the Commission directed its 
engineering department to make an in- 
vestigation of the system, check the 
inventory, and examine the unit prices 
used by the applicant for the purpose 
of presenting the information so se- 
cured at a hearing to be held upon the 
application. The hearing was held 
on July 10, 1940, at Jefferson City, 
Missouri, and submitted upon the rec- 
ord then made. Notice of the hearing 
was given to the city and all other in- 
terested parties in this case. 

It is shown that the applicant is a 
Missouri corporation engaged, as a 
public utility, in the construction, 
maintenance, and operation of tele- 
phone systems in this state for the pur- 
pose of furnishing service to the pub- 
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RE UNITED TELEPHONE CO. 


lic in a number of cities and towns. 
The city of Cole Camp is one of the 
cities served. 

By its Exhibit No. 1 the applicant 
shows that it found by its appraisal 
the reproduction cost new of the prop- 


4 erty as of July 15, 1940, was $17,- 


878. To that it has added indirect 
costs in the amount of $2,667; mate- 
rial and supplies, $468; cash working 
capital, $295 ; making a claimed repro- 
duction cost value of the property in 
use in the amount of $21,213. Its 
depreciated value for the exchange 
property, including overheads, is $17,- 
878. Exchange revenues received 
from the operation of that system dur- 
ing the year ended December 31, 1940 
amounted to $5,070.64. Expenses for 
that same period incurred in the oper- 
ation of the system are shown to be 
$3,918.39, leaving available for depre- 
ciation, Federal, and state income tax- 
es and return $1,152.25. That is 6.4 
per cent of $17,878 as the value of the 


property used in furnishing the serv- 


ice as claimed by the applicant. 

The applicant also shows by its Ex- 
hibit No. 3 that if the proposed rates 
were applied to its present business it 
would receive $6,021.04 per year in 
revenues. It claims, however, that its 
expenses will be higher in the future 
than experienced during the year end- 
ed December 31, 1940. Those expen- 
ses will be increased in the amount of 
$630, including increases in taxes. 
The applicant’s estimate of the total 
expenses, exclusive of depreciation, 
Federal, and state income taxes, will 
be $4,548.39, which, deducted from 
the revenues that will be received at 
the proposed rates, would produce for 
it a net of $1,472.65. That amount 
would be available for depreciation, 


Federal, and state income taxes and 
return. That is 8.23 per cent of the 
applicant’s claimed value of the prop- 
erty used in rendering the service, in 
the amount of $17,878. 

The report of the Commission’s en- 
gineering department shows the total 
reproduction cost new value of the 
property including property used in 
rendering toll service, as of July 15, 
1940, including overheads and mate- 
rials and supplies, was $32,213.11. Its 
finding of the value of the property 
less depreciation as of that date, as 
shown by the Commission’s engineer 
Exhibit No. 1, was $25,630.38. 

[1, 2] That department did not 
make any separation of the exchange 
and toll property. We note, however, 


the applicant in its Exhibit No. 1 
claims the reproduction cost new val- 
ue of the entire system, including toll, 
is $33,723, and reproduction cost new 


value, less depreciation, is $28,879. 
Deducting cash working capital, which 
was not taken into account in the Com- 
mission engineer’s report, we find the 
applicant’s estimate of the value of the 
property, less depreciation, was $28,- 
584, as against $25,630 submitted by 
the Commission engineers. By com- 
paring the value submitted of the to- 
tal property as found by the Commis- 
sion engineers with that claimed by 
the applicant, it can reasonably be tak- 
en that the figure of $17,878, less the 
cash working capital in the amount of 
$295, indicates fairly well what the 
value of the exchange property is. 
For the purpose of determining 
whether or not the proposed rates are 
excessive, it appears the value of the 
property used in furnishing the serv- 
ice can be taken as $17,000. Cash 
working capital will not be allowed 
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since it is shown that the applicant col- 
lects in advance for the service ren- 
dered and for that reason has received 
the revenues prior to requirement to 
meet operating expenses. Taking the 
value at $17,000 as representative of 
the value of the property the appli- 
cant will realize 8.66 per cent for de- 
preciation, Federal and state income 
taxes, and return. That is not ex- 
cessive amount to meet those accounts. 

The rates the applicant is now 
charging and those proposed are as 
follows : 


Present Proposed 
Rates Rates 
$2.25 $2.50 


DH. 


D.H. 
1.50 


Main line business 
Main line business (com- 


pany 
woe ‘hes business (pay sta- 
tion) 

Main line residence 

Rural line business 

Rural line residence 

Extensions—business 
residence 

Service stations 

Service stations 

Service stations 

Desk set differential 

Hand set differential 

Rural metallic differential .. 

Extra listing 

Extension bell .... 

Extension gong 

Mileage per 3 mile 


No one appeared at the hearing in 
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opposition to the granting of the rates 
proposed. In looking over the rates it 
does not appear they will be excessive 
or unreasonable. 


After considering all the evidence 
submitted, the Commission finds that 
the applicant should be granted au- 
thority to file the rates as proposed 
herein. 

It is, therefore 

Ordered: 1. That the United Tele- 
phone Company be and it is hereby au- 
thorized to put into effect on Novem- 
ber 1, 1941, the rates as proposed 
herein for telephone service furnished 
at Cole Camp, Benton county, Mis- 
souri. 

Ordered: 2. That this order shall 
take effect ten days from this date, and 
that the secretary of the Commission 
shall forthwith serve on all parties in- 
terested herein a certified copy of this 
report and order, and that the appli- 
cant and all other interested parties 
shall notify the Commission before 
the effective date of this report and 
order, in the manner prescribed by 
§ 5601 Rev. Stats. Mo 1939, wheth- 
er the terms of this order are accepted 
and will be obeyed. 
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Oklahoma Utility Plans 
$1,410,000 Expansion 


E, XPENDITURE of $1,410,000 during the next 
year for additions to and extension of 
services of the Oklahoma Natural Gas Com- 
pany in Oklahoma was approved by the board 
of directors last month, Joseph Bowes, Tulsa, 
president of the company, announced. 

Largest expenditure in the Oklahoma City 
area, according to George Frederickson, vice 
president of the firm, will be construction of 
new lines to the Midwest air depot southwest 
of the city, and construction of lines to the 
new municipal airport near Bethany. In ad- 
dition there will be new lines laid to new homes 
and repairs to old lines in the Oklahoma City 
area. 

Mr. Bowes said about $150,000 would be 
spent for increasing gas reserves connected to 
the company’s system; $550,000 for addition of 
new transmission lines, relocation and replace- 
ment of present lines; approximately $600,- 
000 for improvement of distribution systems 
in various state cities, much of the latter fund 
being used to connect lines to new customers 
brought into the state by defense projects. 
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Equipment Notes 
Electric Pipe Insulator 


A corrosion- and leak-resistant pipe insula- 
tor has been developed by the General Electric 
Company for cable systems which require in- 
sulation between cable sheaths or joint casings 
and the oil supply reservoirs connected to 
joints and terminals. 

Small annular channels are provided in the 
plastic portion of the insulator. Into these are 
molded gaskets of C-1000 rubber. These rub- 
ber gaskets form a tight seal between the plas- 
tic and the brass of the inserts, thus effectively 
preventing the development of any leak be- 
cause of differential expansion and contrac- 
tion. 





DICKE TOOL CO., Inc. 
DOWNERS GROVE, ILL. 
Manufacturers of 
Pole Line Construction Tools 
They’re Built for Hard Work 











| Industrial Progress 


Selected information about manufacturers, new prod- 
ucts, and new methods. Also news on utility expansion 
programs, personnel changes, recent and coming events. 









“Short-Order” Hot Plates 

The Edwin L. Wiegand Co., Pittsburgh, Pa., 
offers “short-order” hot plates which are 
ideally suited for use by grills, clubs, tea 
rooms, cafeterias, soda fountains, etc., and do- 
mestic science departments and laboratories. 

The plates are equipped with economical, effi- 
cient Chromalox Heatflo units, which consist of 





Equipped With Chromalox Heatflo Unit 


a special alloy casting with nickel chromium 
coils embedded in refractory in channels in 
under side of plate. The units, according to 
the manufacturer, are durable, will not warp, 
are easy to keep clean, and provide even dis- 
tribution of heat with flexibility of perform- 
ance. Supplied with 1200 or 2000 watt units 
in single (SHB) or double (THB) frame, 
each unit is controlled by a switch for 3-heat 
operation on 115 or 230 vdits. 

The frame is of heavy, serviceable cast iron, 
with sanitary white porcelain finish. 


Drum Level Always Visible 


A modern means of checking at a glance the 
contents of various drums of oil, solvents or 
other liquids is claimed for the U-C Indicator 
by its manufacturer, U-C Level Indicator 
Sales Division of Marketing, Inc., Milwaukee, 
Wisconsin. 

The position of the pointer is clearly visible 
on the dial because this patented U-C Indica- 
tor is placed at the faucet. 

The U-C Indicator fits all standard. 55-gal- 
lon steel drums and is as easily attached as a 
faucet. When the drum is empty, the entire 
assembly may be removed and attached to a 
full drum. 


Water Wheel Repaired in Pit 

Worn water wheels can be repaired with- 
out removing them from the pit, and the 
wheels restored to their original efficiency. 
This has been done recently by engineers of 
the D. J. Murray Mfg. Co., Wausau, Wis- 
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F You Don’t See 
What You Want- 


































Heavy Duty 
Pole Trailer 





Line Construction 
Body 





If you haven’t seen what your utility needs in body equip- 
ment, don’t hesitate to ask American. For if that need has 
previously arisen, American has probably built a body to 
meet it. If not, none is quite so well equipped to build a 
special type as American, with its staff of engineers and its 
large plant equipped with modern machines. 


Write for illustrated descriptive literature. 


THE AMERICAN COACH & BODY CO. 


WOODLAND AVENUE AT E. 93RD STREET, CLEVELAND, OHIO 








AMERICAN 


UBLIC UTILITIES EQUIPMENT FOR MOTOR VEHICLES 


NE CONSTRUCTION BODIES ® MAINTENANCE BODIES ® GENERAL SERVICE BODIES ® METER 
DDIES @ STREET LIGHT PATROL BODIES @ POLE TRAILERS ® CABLE SPLICING TRAILERS ® WINCHES 
POWER TAKE-OFFS @ POLE DERRICKS ® REELS AND ASSOCIATED ACCESSORIES. 
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Equipment Notes (Cont'd) 

consin. Illustrated here are a section of water 
wheel after it was repaired in the pit, and the 
section removed from one of the blades 
showing the extent of erosion at the various 
points on the wheel. These badly eroded sec- 
tions were cut away, right in the pit, and re- 
placed with new pieces of stainless clad. Stain- 
less steel band was applied to the inside of the 
casing at the points of erosion. 





Repaired Water Wheel and Eroded Section 


The water wheel illustrated generates 1800 
KW, and is of cast iron, to which the 
stainless clad sections were applied. This 
method of repairing saves installation cost 
in or out of the pit, , en of time, and the cost 
of repairs is a fraction of the cost of a new 
wheel. The repaired wheel, it is said, will 
outlast a new wheel of conventional design, 
as the points of erosion are now protected 
by stainless steel. The wheel shown is one of 
a number located along the Fox River in 
Wisconsin. 


K-M Offers 1942 Line of Appliances 


The Knapp-Monarch Co., St. Louis, Mo., 
offers a sandwich toaster which has inter- 
changeable waffle grids which make it quickly 
adaptable for use as sandwich toaster, flat 
grill or waffle iron. Designed by Dave Chap- 
man, this triple service appliance is finished in 
a highly polished chrome with wooden han- 
dles. It is equipped with temperature indica- 
tor and a Nichrome element provides direct, 
even heat. The list price is $8.95. 

Forced convection and evenly distributed re- 
flection are the two major features of Knapp- 








Monarch’s 1942 Circl-Air electric auxiliary 
heater. The parabolic reflector oscillates, fo- 
cusing direct heat over a wide arc of 35 de- 
grees. A silent-motored fan in the heater’s 
base draws in cool air, forces out the heated 
air. If desired, heat may be focused on a 
single point. Listed by Underwriters’ Labora- 
tories, the heater operates on a-c only and re- 
tails for $14.95. 

The K-M Box Heater—another heater in 
the K-M 1942 line—has no moving parts, pro- 
vides instant heat through natural circulation 
and reflection. Air flows in through the bot- 
tom and out the front grill. It is also listed 
by Underwriters’ Laboratories and retails 
for $6.95. 


Silvered Glass, Replacing Aluminum in 
Luminaires, Increases Efficiency 


The General Electric Company has an- 
nounced that silvered glass reflectors will re- 
place highly polished aluminum reflectors in 
its pendent shielding-type street lights. This 
move, according to F. D. Crowther, sales man- 
ager of the Lighting Division, will conserve 
aluminum and produce an average increase of 
about 10 per cent in the efficiency of the lumi- 
naires. Other features of the luminaires will 
remain unchanged, according to Mr. Crowther. 

A number of power companies and the Army 
already have placed orders for luminaires using 
the new silvered glass reflectors. 


» 


Catalogs and Bulletins 
Otto Coke Oven Improvement 


A new folder announcing a basic improve- 
ment in by-product coke oven design has been 
issued by the Otto Construction Corp., 500 
Fifth Ave., New York City. The improved, 
patented Otto Collecting Main, according to 
the manufacturer, delivers more tar, benzol 
and toluol without affecting the gas yield or 
increasing operating costs. 


Booklet Covering A.S. H.V.E. Programs 


A. E. Stacey, Jr., chairman of the Commit- 
tee on Research, of the American Society of 
Heating and Ventilating Engineers announces 
the release of a 48-page booklet, covering the 
programs of the Research Technical Advisory 
Committees of the Society. 

This booklet contains the personnel of each 
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Rechargeable Spotlight 


KOEHLER MANUFACTURING CO. Marlboro, Mass. 






Weight 6 Ibs. 
1, Hours 
Battery Life 
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40 INDUSTRIAL PROGRESS—( Continued) 


Catalogs & Bulletins (Cont'd) 


committee, a briefly stated scope of activity, 
a comprehensive outline of planned research 
investigations, available laboratory facilities, a 
list of publications emanating from each com- 
mittee program, and typical illustrations show- 
ing equipment in the several research labora- 
tories. A bibliography of research reports is 
also included, together with regulations gov- 
erning committees. 

A limited number of copies of the booklet 
are available and may be obtained upon re- 
quest from the American Society of Heating 
and Ventilating Engineers, 51 Madison Ave- 
nue, New York, N. Y. Also reprints of many 
of the research reports listed in the bibliog- 
raphy are available for distribution at a nomi- 
nal cost of ten or fifteen cents each. 


Bulletin on New Wiping Solder 

A new bulletin has recently been issued by 
Joseph T. Ryerson & Son, Inc., explaining the 
advantages of Ryerson Improved Wiping 
Solder—a solder for cable work, line splicing 
and other such public utility applications. 

According to the manufacturer, this recently 
patented product greatly improves workabil- 
ity and results in smoother, non-porous, uni- 
formly sound joints. Copies of the bulletin 
may be obtained by writing Joseph T. Ryerson 
& Son, Inc., 16th and Rockwell Sts., Chicago. 


G-E Bulletins 


Among recently published G-E Bulletins are 
the following: GEA-3660, explaining in detail 
the design, cons‘ruction, and application of the 
new G-E 2300-volt contactor motor starter 
which can be safely applied to high-capacity 
power circuits. 

Well illustrated, the booklet tells how this 
contactor starter — designed for use with 
squirrel-cage, synchronous, and wound-rotor 
motors—can be applied on a highly repetitive 
duty cycle, and yet requires only a minimum 
of maintenance. 

GED-972A, an attractive eight-page booklet 
giving the complete story on Thy-mo-trol, 
the new G-E electronic control system for the 
operation of direct-current motors from alter- 
nating-current lines. 

Containing photographs, a simplified chart, 
and diagrams, the publication tells how the 
Thy-mo-trol system not only provides step- 
less, wide-range speed control, but also per- 
forms the additional functions of starting, ac- 
celerating, protecting, and stopping d.c. motors. 

The single-dial speed control is discussed, 
and four typical Thy-mo-trol applications are 
given to round out the booklet. 





70 MASTER-LIGHTS 
© Electric Portable Hand Lights. 
© Repair Car Spot and Searchlights. 
@ Emergency (Battery) Floodlights. 
CARPENTER MFG. CO. 


179 Sidney St., Cambridge, Mass. 
MASTER-LIGHT MAKERS 
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Johns-Manville Names O’Brien 
and Baldwin Vice-Presidents 

John A. O’Brien and Leslie A. Baldwin 
have been elected vice-presidents of the Johns- 
Manville Sales Corporation, New York, ac- 
cording to a recent announcement. 

Mr. O’Brien, who joined Johns-Manville in 
1915, will continue as general sales manager of 
the power products and industrial department. 
Mr. Baldwin, who has been with the company 
since 1920, will manage sales of industrial prod- 
ucts to the chemical and paint industries, auto- 
mobile manufacturers, and the non-ferrous 
metals industry. 


$4,000,000 Expansion Program 
Planned by Copperweld 


Copperweld Steel Co. has executed contracts 
with the Defense Plant Corp. whereby Copper- 
weld will construct for the Defense Plant 
Corp. facilities at Warren, Ohio. The total 
amount involved is approximately $4,000,000. 

There will be two electric melting furnaces 
with total annual capacity of approximately 
35,000 tons, and finishing facilities which will 
expand and diversify Copperweld’s products. 


McNairy Appointed Assistant Manager 
of G-E Bridgeport Works 


J. W. McNairy, who has been associated in 
various engineering and manufacturing capac- 
ities with the General Electric Company for 
24 years, has been appointed assistant manager 
of the Bridgeport Works of the General Elec- 
tric Company, according to an announcement 
by W. Stewart Clark, works manager. 

Holder of thirty-nine patents, and. twice re- 
cipient of G-E’s Charles A. Coffin award, 
much of Mr. McNairy’s service with the com- 
pany has been in connection with its transpor- 
tation activities. He came to Bridgeport in 
1940 from Erie, Pa., and became assistant to 
the manager in charge of engineering for the 
plant. This year his responsibility was also 
extended to include manufacturing. 

Mr. McNairy’s Coffin awards were granted 
in connection with the invention and develop- 
ment of an electrically-operated flow meter, 
and a high-speed air circuit breaker for rail- 
way feeder circuits. 


Lightning Identified by Its “Fingerprints” 

In order to better protect power systems, a 
measuring system has been devised to deter- 
mine the severity, nature and duration of light- 
ning by comparing the scars it leaves on metal- 
lic objects with a master file of similar scars 
made by laboratory lightning of known _char- 
acteristics. These studies present convincing 
evidence that lightning strokes to earth seldom 
exceed, 200 coulombs, with the average stroke 
being about 25 coulombs, according to Dr. P. 
L. Bellaschi, Westinghouse transformer engi- 
neer, Sharon, Pa. 

Laboratory tests have shown that lightning 
with an electrical charge of approximately 200 
coulombs is powerful enough to melt a light- 
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IT 
1S THE 
TIME OF 
YEAR FOR THE 
TRADITIONAL 
SENTIMENTS OF 
PEACE ON EARTH AND 
GOOD WILL TO MEN. THIS 
YEAR, HOWEVER, WORLD 
CONDITIONS MAKE SUCH 
GREETINGS TRAGICALLY UNREAL. 
PERHAPS THERE IS IN US THE POWER 
TO SEE, FAINTLY DISCERNIBLE, IN THE 
LIGHT OF THINGS TO COME,A BETTER 
WORLD IN THE FUTURE.-~ IN EXPRESSING 
OUR GOOD WISHES TO ALL OUR FRIENDS 
AND CUSTOMERS, MAY WE RENEW OUR PLEDGE 
TO HELP OUR COUNTRY IN PROVIDING WHAT WE 
BELIEVE TO BE A BETTER AMERICA FOR US ALL! 


TRANSFORIRER COMPANY 


808 RIDGE AVENUE. N. S.. *<7 PITTSBURGH. PA. 
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Manufacturers’ Notes (Cont'd) 


ning rod tip no bigger than a pea. Although 
this is only enough power to light a 60-watt 
lamp for about seven minutes, it represents a 
tremendous force and power when compressed 
into a lightning stroke lastnig only a small 
fraction of a second. 

To obtain laboratory samples of typical im- 
prints, a surge generator which can produce a 
lightning stroke of three million volts is di- 
rected at such targets as lightning rods, power 
line conductors, and telephone wires. A cata- 
log file of several hundred of these ‘ ‘finger- 
prints” has been collected at the company’s 
high voltage laboratory in Sharon, Pa. 

Scars of specimens that have been hit by nat- 
ural lightning are compared with catalogued 
clues. Microscopes and calipers are used to 
measure the extent of melting. 

These scars furnish definite clues as to the 
type of lightning that has caused them. 

The information collected by these studies 
of Dr. Bellaschi has influenced the design of 
Westinghouse lightning arrestors which de- 
tour lightning from power lines to the ground. 


$1,000,000 Defense Bonus to Be Paid 
Allis-Chalmers Employees 


A defense bonus totaling over $1,000,000 to 
be paid Allis-Chalmers employees, was an- 
nounced recently by Max W. Babb, president 
of the company. Over 21,000 employees will 
benefit at Allis-Chalmers plants at West Allis, 
Wis.; Norwood, Ohio; Pittsburgh, Pa.; 
Springfield, Ill.; La Crosse, Wis.; La Porte, 
Ind.; Boston, Mass. ; and Oxnard, Calif, 

According to Mr. Babb, instead of paying 
this amount in one lump sum, it was decided 
to give a defense bonus of two cents an hour 
to all hourly employees and a comparable ad- 
justment to salaried employees. The plan 
further provides for a three cents an hour de- 
fense bonus for all time and one-half overtime 
and four cents for all double-time. 


Connelly Announces Photo 
Contest Winners 


The 1941 Photographic Contest, sponsored 
by Connelly Iron Sponge & Governor Co., of 
Chicago, has closed, and judging has been com- 
pleted. This contest, open to gas company em- 
ployees and their families, provided for a num- 
ber of cash prizes ranging from $3 to $100. 
Eighteen prize winners received a total of 
$258.00 for their efforts in this contest. 

The board of judges was composed of 
Samuel Insull, Jr., of Chicago, Lester Eck, of 
Minneapolis Light & Gas Co., and Vernon G. 
Leach, of Peabody Coal Co., Chicago. In view 
of the surprisingly large number of entries as 
well as the exceptional quality of the work, 
they were confronted with a rather difficult job 
in choosing the photos of greatest merit. 

The Grand Prize of $100.00 was awarded to 
C. J. Cramer of the Ohio Fuel Gas Co. of 
Toledo for his unusual photograph of a Con- 
nelly H?2S Tester in operation. 

Prize of $25 each were awarded to Floyd 
Rogers, Albion Gas Light Co., Albion, Mich- 


igan, for his “Purifier Manifold,” and I. F, 
Patt, Providence Gas Co., Providence, R. I. 
for a photo entitled “Purifying Boxes’; while 
$10 prizes went to Russell Goodman, Portland 
Gas & Coke Co., Portland, Oregon, and 
Garyum Davis, United Gas Corp., San Marcos, 
Texas. 

According to R. W. Stafford, sales manager 
for Connelly Iron Sponge & Governor Co., 
the 1941 Photographic Contest has revealed a 
growing interest in photography among gas 
men, and the results have, in every respect, ex- 
ceeded his expectations. Whether or not a 
similar contest will be opened i in 1942 has not 
yet been decided, but in view of the outstanding 
= of the present one, it seems highly prob- 
able 


G-E Expands Private Wire System 


To help speed the handling of defense con- 
tracts, the General Electric Company has added 
3,796 miles to its private wire communication 
system since the first of the year. This brings 
the total of the network to 11,565 miles, or 
nearly half the distance around the world, 
company officials announced recently. 

General Electric plants and offices in more 
than 30 key industrial cities in the East and 
Middle West are connected by these leased tele- 
graph and telephone wires that carry about 
5,600 messages daily. 

The telephone network covers 5,630 miles 
and serves 17 cities ranging from Lynn, Mass., 
in the East to Chicago in the West and Wash- 
ington in the South. It contains 37 individual 
wires, many of which can be interconnected for 
greater flexibility and coverage. 

The teletype network includes 4,822 miles of 
full-time and 1,113 miles of part-time circuits. 
It extends from Lynn in the East to Milwaukee 
in the West and Philadelphia in the South and 
serves 31 cities directly and many others in- 
directly. 


Eye Accidents Cost Industry $50,000,000 


In 1940 industrial eye accidents cost more 
in time and money than strikes, according to 
Mr. Ira Mosher, vice president and general 
manager of the American Optical Company. 

Reporting that 8,455,000 man-days were lost 
through eye accidents in comparison with 


6,700,000 lost through strikes, Mr. Mosher 
warned that industrial production for the Na- 
tional Defense Program would suffer seriously 
unless greater eye safety precautions were 
taken. 

According to Mr. Mosher, eye accidents cost 
American industry approximately $50,000,000 in 
lost time, medical expenses and compensation. 
The average compensation and medical cost for 
an eye injury is $343, which compares with $194 
for all other types of occupational accidents. 

Pointing out that American industry is 
mobilized for national defense and every 
trained worker is needed, Mr. Mosher declared 
that eye accidents and the consequent loss of 
time and money would be materially reduced if 
workers wore safety goggles on all eye- 
hazardous jobs. 
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ts Uses the peak loads imposed by present day produc- 
neral tion schedules, close control of BTU content is essential. 
of The Connelly Caloroptic provides constant visuai read- 
fonh ing in BTU without any log, corrections or calculation. It 
osher can be installed in a permanent position or used portably, 
: Na- making it a simple matter to make spot checks of BTU 
coma value at any point in the manufacturing and distributing 
system. 
; cost This constant visual indication of BTU content results in 
00 in increased production, protecting against excessive varia- 
“ys tions in gas quality. In actual use in leading gas plants of 
‘$194 the country, the Connelly Caloroptic has proved conclu- 
ts. sively that direct savings effected by its use will pay its 
A “ . initial cost many times during the first year. Write for 
fared illustrated bulletin 
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A TELEPHONE RATE CASE 


by 





























Edward Devereux Smith 


(Recently retired Vice President 

and General Counsel, Southern 

Bell Telephone & Telegraph Com- 
pany, Atlanta, Georgia) 





The Outstanding Book of the 
Decade 





- - - how fo set up a rate case 
- - - the factual and practical approach 
- - - logical and authoritative 


This is a book for those who prepare the facts and statements for 
rate cases—the executive, accountant, engineer and rate expert; it is also 
a book for the lawyer who presents the evidence and conducts the pro- 
ceeding. 





Here, in 223 pages, are condensed the knowledge and experience 
aequired in a life-time career of rate practice—all for $5.00. 


DO NOT MISS THIS BOOK 


PUBLIC UTILITIES REPORTS, INC. 


MUNSEY BUILDING WASHINGTON, D. C. 
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INNEAR, 


ROLLING DOORS 











Now—with throttles wide open 
on vital production—it’s good 
sense to have extra protection at 
doorways in key plants like yours! 








You get it—and you step up door 
eficiency at the same time — 
when you install Kinnear Motor 
Operated Rolling Doors! Their 
rugged, all-steel interlocking- 
slat construction (originated by 
Kinnear) gives you tough, dura- 
ble protection against fire, riot, 
theft, intrusion, wind and weather 
—and resists accidental damage. 
And they save time and money, 
because they open upward; coil 
compactly out of the way above 
the opening; save all usable 
floor, wall and ceiling space; and 
are more efficient in a dozen 
other ways! 
























Guard your plant with conven- 
ient, protective Kinnear Steel 
Rolling Doors. Built any size, 
motor or manual control. Write 
for 40-page catalog. 









OFFICES AND AGENTS IN ALL PRINCIPAL CITIES 
Thee KINNEAR Manufacturing C 
2060 - 2080 FIELDS AVE., COLUMBUS, OHIO 


FACTORIES: SAN FRANCISCO, CALIF.; COLUMBUS, OHIO 
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— Industry's 
“BIG BERTHAS” 


Speeded-Up by Interpretive Engineering ! 


To a wide variety of overloaded plants, 
Grinnell Prefabrication offers an important 
short-cut in expansion of power and process- 
ing facilities. Through this expert service, 
super-piping systems . . . “big guns” in 
industry’s attack on modern production 
problems . . . often can be installed with 
savings of weeks. 

That’s why leading engineers now prefer 
to “give the plans to Grinnell.” Layouts 
of plant requirements will be speedily 
interpreted into super-piping systems by 


experienced Grinnell specialists . . . then 
prefabricated by advanced, time-saving 
methods in fully-equipped plants. And 
promptly, on delivery date, accurate sub-#f 
assemblies bearing underwriters’ approval 
are on the job . . . ready to install with 
minimum field welding! 

Write for comprehensive manual on} 
Grinnell Prefabricated Piping. Grinnell Co., 
Inc., Executive Offices, Providence, R. I. 
Branch offices in principal cities of the U. S. 
and Canada. 


reerasnicarion sy GQRINNELL 


WHENEVER PIPING 1S INVOLVED 
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OU CAN SOLVE THIS PROBLEM, 
R. UTILITY EXECUTIVE - suggest 


Tio, CHROMALOX 


\ ELECTRIC HEATING UNITS 


It’s happening every day—industrial plants are being 


"uermostat | Shown how to adapt their equipment to new heating re- 
; quirements with Chromalox units, thereby improving 
production methods involving heat. 
MALOX = It’s a job for you, Mr. Utility Executive. Present- 
. then eee day emergency conditions make any manufacturer grateful 
saving for the help you can give him in getting uniform process- 
And ing heat, better production, higher quality product. 
e sub- HEAT AIDS Chromalox engineers, specialists in electric heat, will 


proval MOLDING gladly cooperate with you and your customers to provide 
| with units take the place of steam the proper electric heating equipment for any application 


platens in hundreds of instances, aTi 
they van deliver higher tempera, vequiring temperatures up to 1000 degrees F. 


al on™ Present no problem in connection 
11Co., Beatle blatens, and, provide fr EDWIN L. WIEGAND COMPANY 


R. 1.98," be converted for electric 7600 THOMAS BLVD. e PITTSBURGH, PENN. 
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MERCOID HAS PIONEERED THE DESIGN AND DEVELOPMENT OF CONTROLS FOR DOMESTIC AUTOMATIC 
HEAT, AND TODAY THEY ARE FOUND IN TENS OF THOUSANDS OF HOMES THROUGHOUT THE COUNTRY 
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IT HAS BEEN PUBLICLY STATED 
THAT THERE IS SCARCELY AN IN- 
DUSTRY IN THE COUNTRY THAT 
IS NOT USING A MERCOID CON. 
TROL SOMEWHERE 
Most are on vital applications in the 
control of temperature and pressure; 
also on automatic mechanical opera- 
ations. ¢ The time proven accuracy 
and dependable operation of Mercoid 
Controls make them indispensable dur- 
ing this time of National Emergency. 
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MERCOID HERMETICALLY SEALED MERCURY SWITCHES 
ARE USED EXCLUSIVELY IN ALL MERCOID CONTROLS 
The initial cost is slightly higher than the average type of switches 
used in controls, but they save on the elimination of service expense, 
as there is infinitely less chance for contact trouble. They assure 
longer control life. ¢ A Mercoid switch cannot be affected by dust, 
dirt or corrosion. ¢ First illustration above, is a new light operated 
switch—the Mercoid Visaflame. This device has revolutionized the 
control of domestic and industrial oil burners. The second one 
shows the snap-action tilting type. Last one, the magnetic stationary 
type. © Mercoid switches are extensively used in many applications. 
© For further information see Mercoid catalog. 


The Mercoid Corporation * 4233 Belmont Avenue * Chicago, Illinois 


WAR ON WASTE 
is essential when the Nation's m 
powér and resources are engaged 
the important task of building up. 
strong national defense. Mercoid Co 
trols are especially suitable for ca 
ing on a successful “war on was 
program wherever automatic contro 
are involved. They are built to endi 
and practically require no service 
tention after they are once install 
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Faith in THE Future 


OF MODERN METERING 


SANGAMO ELECTRIC COMPANY 
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“When I’m a Grown-up Lady...” 


“I'll have a beautiful house...” 
Indeed you will, Susan. A wonderful house. We don’t know exactly 
what it will be like. But it will be far nicer than this one, because all 
houses will be better in ever so many ways. And there will be many 
things in your house that aren’t even invented yet. 


“I'll have a big, shiny automobile...” 
Or an airplane. Or even something like a magic carpet—who knows? 
Our radios and telephones and refrigerators all seemed like magic when 
we first heard of them. 


, 


“I'll have lots and lots of money...’ 
Money? Money isn’t everything, Susan. But every nickel, every dollar 
will buy more than it does today. Go on. 


and use “And—and—and I'll always be happy, like you!” 
ulation— 
eh po APPIER, we hope, Susan. For your _ other products cost less and will make them 


visions are coming true. The tide more plentiful in years to come. 
we grown-ups call progress is moving in é ie 
TUS that direction; even wars can’t stop it. | Your visions are coming true because so 
| That world you dream of is being made many people in so many organizations 
right now—in the laboratories, where like General Electric are inspired by the 
scientists are discovering things that will | hope—by the belief—that the world of 
make people happier—in the factories, | tomorrow will be better than the world 
where the very speed and efficiency of today. And they are working to make it 


ae developed for armament-building will make — so. General Electric Co., Schenectady, N. Y. 


American industry has accepted the responsibility of serving America, is accepting the 
facts and responsibility of helping to defend America, will accept, tomorrow, the 
responsibility of helping to build a better America and a better world. 
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150,000 HP Francis Turbine 


for Grand Coulee Project 
(SHOP HYDROSTATIC TEST—230 LB. PER SQ. IN.) 


YDRAULIC TURBINES 
FRANCIS AND HIGH SPEED 
RUNNERS 
BUTTERFLY VALVES 
POWER OPERATED RACK RAKES 
GATES AND GATE HOISTS 
ELECTRICALLY WELDED RACKS 


Newport News Shipbuilding and Dry Dock Company 
(Hydraulic Turbine Division) 


Newport News, Virginia 
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Light Globes 


atruck with METRO 
iBody Ideal for 
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| Wash Day 


for 


ndianapolis 
Power and Light 
Finds INTERNATIONAL 


Servicing Work 


Overhead light globes in Indianapolis’ 
municipal lighting system are kept spic 
and span, thanks to the maintenance de- 
partment of the Indianapolis Power and 
Light Company and its International 
Truck with Metro body. 


The truck is equipped with a 10-foot 
ladder and a “laundry.” The spacious 
body interior (Metro bodies have twice 
the payload space of conventional panel 
bodies on the same wheelbase length) has 
an elaborate globe washing system. There 
is a 52-gallon electrically heated water 
tank, a large wash basin capable of hold- 














ing the 18-inch globes, a drying rack, and 
a compartment for carrying an extra 
supply of globes. The water in the tank 


180 North Michigan Avenue 


INTERNATIONAL HARVESTER COMPANY 


INTERNATIONAL TRUCKS 
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is heated at night and remains hot for the 
next day’s work. About 35 gallons of 
water are used during a normal day’s 
operation. 


This Indianapolis application is one of 
the many in which ingenuity, plus the 
adaptability and basically sound design 
of International Trucks, make more effi- 
cient work possible. 


Take your truck questions to the near- 
est International dealer or Company 
branch. Find out about the wide choice 
of sizes, models, and body styles. If the 
dealer has trouble making delivery on 
the exact truck you want, it is because 
the manufacturing demands of National 
Defense come frst. 





Chicago, Illinois 
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PROFESSIONAL DIRECTORY 


® This Directory is reserved for engineers, account- 
ants, rate experts, consultants and others equipped to 
serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, 
financing, design and construction. 














THE AMERICAN APPRAISAL GOMPANY 


INVESTIGATIONS, APPRAISALS AND STUDIES 


for 
ACCOUNTING AND REGULATORY REQUIREMENTS 
NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 


and other principal cities 








DAY & ZIMMERMANN, INC. 
ENGINEERS 
PHILADELPHIA 


PACKARD BUILDING 








DESIGN Fi ord, Bacon & Davis, ne. RATE CASES 


CONSTRUCTION £ : APPRAISALS 
OPERATING COSTS ngincers INTANGIBLES 


VALUATIONS AND REPORTS 


NEW YORK PHILADELPHIA WASHINGTON CLEVELAND OHIOAGO 








J. H. MANNING & COMPANY 


120 Broadway Field Building 
New York ENGINEERS Chicago 
Business Studies Purchase—Sales Valuations 
New Projects Management Reorganizations 
Consulting Engineering Mergers 
Public Utility Affairs including Integration 











SANDERSON & PORTER 
ENGINEERS AND CONTRACTORS 
Design and Construction of Industrials 
and Public Utilities. 
Reports and Appraisals in Connection 
With Management Problems, Financing, Reorganization. 
Chicago New York 





Mention the FortNIGHTLY—It identifies your inquiry 











lecember 18, 1941 Public Utilities Fortnightly 





PROFESSIONAL DIRECTORY (continued) 





Sargent & Lundy 
ENGINEERS 
Steam and Electric Plants 
Utilities—Industrials 
Studies—Reports—Design—Super vision 
Chicago 








STONE & WEBSTER ENGINEERING CORPORATION 


DESIGN AND CONSTRUCTION 
REPORTS * EXAMINATIONS * APPRAISALS 
CONSULTING ENGINEERING 


BOSTON © NEW YORK « CHICAGO ¢ PITTSBURGH ¢ SAN FRANCISCO « LOS ANGELES 








THE J. G. WHITE ENGINEERING CORPORATION 


ENGINEERS AND CONSTRUCTORS 
Steam Power, Hydroelectric and Industrial Plants 
Examinations, Reports and Appraisals 
NEW YORK NEW ORLEANS 





n 








BARKER & WHEELER, ENGINEERS EARL L. CARTER 
Consulting Engineer 


DESIGNS AND CONSTRUCTION — OPERATING 

BETTERMENTS — COMPLETE OFFICE SYSTEMS — REGISTERED IN INDIANA, NEW YORK, OHIO, 

MANAGEMENT — APPRAISALS — RATES PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 
Public Utility Valuations, Reports and 


11 PARK PLACE, NEW YORK CITY Original Cost Studies. 
36 STATE STREET, ALBANY, N. Y. 910 Electric Building Indianapolis, Ind. 














BLACK & VEATCH ROBERT E. FOLEY 


CONSULTING ENGINEERS ea i 

: . ake Erecting Engineer 
Appraisals, investigations and _ re- 

ports, design and supervision of con- Telephone Lines—Rural Lines—Fire Alarms— 

struction of Public Utility Properties Transmission Lines 


4706 BROADWAY KANSAS CITY, : 48 Griswold St. Binghamton, N. Y. 














H. T. CANFIELD FRrRANCcIs S. HABERLY 


ENGINEERING ASSOCIATES ace 

E and Busi Reports ° Orizi a 
Investigations, Valuations, Cost Studies, Rates App gy ot tect ee 

Regulatory Problems and Proceedings epreciatt ends 

61 BROADWAY NEW YORK 122 Sour Micnuican AVENUE, CHICcAcoO 


























(Professional Directory Concluded on Next Page) 





Public Utilities Fortnightly December 18, 19 





PROFESSIONAL DIRECTORY (concluded) 
JACKSON & MORELAND SLOAN & COOK 


ENGINEERS CONSULTING ENGINEERS 


PUBLIC UTILITIES—INDUSTRIALS 
RAILROAD ELECTRIFICATION (20 SOUTH LA SALLE STREET 
DESIGN AND SUPERVISION VALUATIONS CHICAGO 
ECONOMIC AND OPERATING REPORTS 








Appraisals—Original Cost Studies 
BOSTON NEW YORK Depreciation, Financial, and Other Investigations 











JENSEN, BOWEN & FARRELL J. W. WOPAT 


Engineers Consulting Engineer 


Ann Arbor Michigan Construction Supervision 
’ Appraisals—Financial 


Appraisals - Investigations - Reporte Rate Investigations 
: in ype 2 ee P ; 
rate inquiries, epreciation, xe capita! ‘ . 
reclassification, original cost, security issues. 1510 Lincoln Bank Tower Fort Wayne, Indiana 

















Representation in this Professional Directory may be obtained at very 
reasonable rates. Kindly address inquiries to: 


ADVERTISING DEPARTMENT 


Public Utilities Fortnightly 
Munsey Building Washington, D. C. 








SPRAGUE COMBINATION METER-REGULATOR 


LATEST ACHIEVEMENT 
IN 
GAS MEASUREMENT AND 
CONTROL. 


For Manufactured, 


Natural and Butane Service 


Write for bulletin. 


THE SPRAGUE METER CO. 


Bridgeport, Conn. 











This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





Facts You Can Use to Cut Distribution Costs | 


LY CORROSION-RESISTANT, rustproof 
i rotproof, Johns-Manville Transite 
8 provide maximum assurance of long, 
ient life and low maintenance when 
alled on exposed locations. On many 
ige installations, such as the one shown 
ve, Transite Conduit outperforms more 
ensive materials commonly used for 
purpose. 


EFFICIENT, 
_ LOW:COST 

SERVICE, 

SPECIFY... 


AINTENANCE costs stay low when 
Transite Ducts are used. Entirely 
inorganic and non-metallic, these asbestos- 
cement ducts are highly resistant to cor- 
rosion. They can’t rust or rot... won’t burn. 


Yet low mainte~ ince is only part of the 
savings made by using Transite Ducts. 
Supplied in long, light lengths, these dura- 
ble cableways are installed quickly and 
easily; thus, installation costs are kept low. 
For details, write for brochure DS-410. 
Johns-Manville, 22 E. 40th St., N. Y. 


UNUSUALLY WEATHER-RESISTANT, UNIFORMLY STRONG AND DURABLE, 
these asbestos-cement ducts may J-M Transite Conduit needs no 
be safely stored outdoors. Their protective casing underground. 
sustained strength permits piling And its tough asbestos-cement 
to convenient heights without composition offers superior pro- 
distorting or crushing the duct. tection against corrosive soils. 


JM lohno-Mawélle 
TRANSITE DUCTS 


TRANSITE CONDUIT...For TRANSITE KORDUCT... For instal- 
useunderground without lationinconcrete. Thinner walled, 
a@ concrete envelope and lower priced, but otherwise idene 
for exposed locations. tical with Transite Conduit. 





Public Utilities Fortnightly 





INDEX TO ADVERTISERS 


The Fortnightly lists below the advertisers in this issue for ready refer- 
ence. Their products and services cover a wide range of utility needs. 


A 


American Appraisal Company, The 
American Coach & Body Co., The 


B 


*Babcock & Wilcox Co. 
Barber Gas Burner Company, 
Barker & Wheeler, Engineers 
Bayer Company, The 
Black & Veatch, Consulting Engineers 
Brown, L. L., Paper Co. 
Burroughs Adding Machine Co. 














Cc 


Canfield, H. T., Engineering Associates 
Carpenter Manufacturing C pany 
Carter, Earl L., Consulting Engineer 


Chevrolet Motor Division of General Motors 
Sales Corp. 


Cities Service Petroleum Products 
Inside Back Cover 


Cleveland Trencher Company, The 
Combustion Engineering C y, Ine. 
Connelly Iron Sponge & Governor Co. . 
Crescent Insulated Wire & Cable Co., Ine. .......... 














D 


Davey Tree Expert C pany 

Day & Zimmermann, Inc., Engineers ... 
Dickie Tool Company, Ine. . 

Ditto, Incorporated 
Dodge Division of Chrysler Corp. 








E 
nery Register Company, The 
Ehret Magnesia Manufacturing Co. ........................ 
Electric Storage Battery Company, The 
Elliott Company 
*Ethyl Gasoline Corporation 





¥F 
Foley, Robert E., Erecting Engineer 
Ford, Bacon & Davis, Inc., Engineers 
G 


General Electric Company 
*Graver Tank & Mfg. Co., Ine. .... 
Grinnell C y, Ine, 








H 
Haberly, Francis 8., Engineer .... 
Hoosier Engineering Company 
I 


International Harvester Company, Inc. ...... 
Professional witeeturs 


*Fortnightly advertisers not in this issue. 


J 


Jackson & Moreland, Engineers 
Jensen, Bowen & Farrell, Engineers 
Johns-Manville Corporation 


K 


Kerite Insulated Wire & Cable Co., Inc., The .... 
Kinnear Manufacturing Company, The 
Koehler Manufacturing Company 


M 


Manning, J. H. & Company, Engineers .............. 
*Marmon-Herrington Co., Inc. 

Merco Nordstrom Valve Company 

Mercoid Corporation, The 


N 


Neptune Meter Company 





December 18, 194 


Newport News Shipbuilding & Dry eck ee ” = 


pany 





r 


Pennsylvania Transformer Company 
Pittsburgh Equitable Meter Company .... 
Pittsburgh Plate Glass Company ........................ ; 


R 


Railway & Industrial Engineering Company ... 
Recording & Statistical Corp. 
Remington Rand, Inc. 
Ridge Tool Company, The 
Riley Stoker Corporation 
Robertshaw Thermostat C 














8 


Sanderson & Porter, Engineers ............... 
Sangamo Electric Company 
Sargent & Lundy, Engineers 
Silex Company, The 

Sloan & Cook, Consulting Engineers 

Sprague Meter Company, The 

Stone & Webster Engineering Corporation ........ 








T 
*Timken-Detroit Axle Co., The 


Vv 


Vulcan Soot Blower Corp. 


Ww 
Westinghouse Electric & Mfg. Co. 


Outside Back Cover 


White, J. G., Engineering Corporation, The........ 
Wiegand, Edwin L., Company 
Wopat, J. W., Consulting Engineer .... 
54-56 





55 


. 47 
ca 56 








Sal 18 


2 gt a ete 





Public 
Utilities 





Index to Volume XXVIII 


Including the Issues of July 3, I94I 
to December 18, I94I 





PUBLIC UTILITIES REPORTS, INC. 
WASHINGTON, D. C. 





























INDEX 


To Vor. XXVIII or Public Usilities Fortnightly 


@ 


Pages by Issue 


uly Sy SOG io cotevcees Pages 1 to 64 October 9, 1941 ........... Pages 449 to 512 
Filly WA IO). dais ee cie “ 65 +0.1Z8 October:23, 194) ....2.22:; “ $13 to 576 
July ot, 19 onccsesscexe “ 129 to 192 November 6, 1941 ........ “577 to 664 
Aagust 14, 1947 2.0.65 0055 “ 193 to 256 November 20, 1941 ....... “ 665 to 728 
August 28, 1941 .......... “ 257 to 320 December 4, 1941 ......... “ 729 to 792 
September 11, 1941 ....... “ 321 to 384 December 18, 1941 ........ “ 793 to 856 
September 25, 1941 ........ “ 385 to 448 





Feature Articles 


TITLE AUTHOR PAGE 
Phe (Uitsties: and Che Weal. 2 onc csc iws wes ccnne cactene Peete CONG 5 ose sis occencuds 3 
Thinking Aliead OF DHsaster .i.ecicdé ss cviecnwcvccewees James H. Collins ..c..csecceces 11 
Detense for the= Centeewriewa dciccwcccicviesscowseeteoeve Andrew Baths. occ ecesscccevds 23 
Competitive Bidding Problems. Part I. ............... Ernest R. Abrams .....0ecceee- 67 
The Utility Holding Company and the “Death Sentence” Thomas F. Doyle .............- 75 
Let’s Have a Frank Look at Flood Control ........... Frank M. Patterson ........0+- 85 
Is the Trade Association “on the Spot”? ............. FICRU CEE COVED ence ot eaendseses 131 
Competitive Bidding Problems. Part II. .............. Ernest R. Abrams ......ccceeee 140 
The Mobile Power Plant in National Defense .......... Page E. Golsatts I#e. ccccccecedes 147 
Saving the Bratielt Eimesc66%'< ucswsajvas ociccnecoevenac FUE ME. TAGES o sinscccevccens 151 
The Arkansas Valley Authority. Part I. ............. EAS WR, BAGIGG ie nee aikn cane eens. 195 
Must Railroads Lose 84 Cents on Each Passenger? ....Owen Ely .......ccccsccccecees 206 
Electric Power on the Farms Aids National Defense ..Harry Slattery ..........ss00+- 216 
What Should Be Done to Improve Our Commission 
BOWSS coco ew alla reninn te Weclnae ovine cane cease aes Ocal: RUG 2s cansccceesseces 259 
M-Dayvana the Waites: cc. ccceccrscccacuccssqudedseees Fresbegh COGOG™. ccesivcsnesedwes 270 
The ‘Arakansas Valley Authority. Part II ............ PEO We. BIGGER oc ccscisecusccues 279 
The Stranglehold of Labor on the Railroads ........... Harold Dy GG. vs cece cue Se 323 
“Phe Pincle f0t VOWEl- ccccc.ccccucdarececsccestvesesnes Andrew Barnes ....cccsecceces 335 
The Arkansas Valley Authority. Part IIT. ............ TR W. BIGGER oc 3 cas deiwoetens 341 
Transit and the National Defense ............ccccceses Francie: 2. WUCR os ocaczsuc saws 387 
Civil Aeronautics Board Weighs Air Liability Law ....T7. N. Sandifer ..........00000. 397 
Must Government Operate the Railways for Defense? ..Harold D. Koontz .........000. 402 
What the State Commissioners Are Thinking About ....(4 Symposium) .........0e008- 424 
“Can Rete Now Pie soc csdieccwsscuenersewoees TECUCIO COPED. onc ccccussaceaden 451 
How Competitive Bidding Helps Big Buyers of Secu- 
BERIOR ES Wo aca are aul e drat Sa ae aslorecl ea vit atid da a Mules Fergus J. McDiarmid .......... 460 
The Future of Centralized Utility Management ........ Lester V. Plum and I. M. J. 
ONE Ancaceedeccscatasces 468 


Tit 








PUBLIC UTILITIES FORTNIGHTLY 


Feature Articles—Continued 





TITLE AUTHOR Pace 
How the Emergency Affects the Gas Utilities .......... TUM NGANAUOR ssp viv sacoeteaiee 515 
Control of Utility Rates in Wartime .................. Ci Fiery POSE 6 sincica te e0eve 524 
The Problem of Accounting for Depreciation ........... EC. FIG OME a5 cbc chiecvie es 535 
What Is Going to Happen to the Utilities? ............ FLOP GLE "GC OF ON 55s ievii he smas ee 579 
Laws That Make It Hard to Get More Municipal Plants. James J. Kennedy ...........05. 588 
Aspirin for Atomic Bleadaches *oi.5. 6s 6 .s:cinccccesccectses IOS TOONS as sas Slo Se eee hes 598 
Are We Headed for Socialism in the Post-war Period? H. A. Hanning ............005. 667 
GEG RIMMICY ASOD RAEN, 6.55; wiecoin bins «'0 ale easesle'b'e sieie'o'ele Wiley: ©, ORONO + 5. oscs cu cmeue 675 
The Relation of Price Control to the Utilities .......... DIN SSQMANOY Shes Saeco meee 682 
ahe TVA ACCOUnEHD "Vendetta. olicecceniee ces veeeess ANGFCO BOGS i.is0 3 chs cece 688 
Mane trend OF ACES in IAB a 660-55 05:6. 5sciebn56 vies vores Louise tC MONE. 65 Se ores 731 
The Role of Transportation in National Defense ....... Frank M. Patterson ...cessseoee 742 
Who Is the Labor Boss in the Publicly Owned Utili- 

MAOBTs eic ores Gv ais Sie tadin ba eis aia oslo seh ion weer oes Alfred MS CaGRer ys cose tienes 749 
Well Probably Pass a EaW: .0666civas vec cdcewesee seen TIVO CRE COREY «oa ince ssierwin eae 795 
What Values Exist in Utility Holding Company Secu- 

GEE PRTEOR, sciscieresieig sin hoa eanks ves Seen eae Sein Fergus J. McDiarmid ......... 806 
Cost of Eliminating Railroad Grade Crossings ......... Abraham Dollinger ............ 813 
Illustrations 
FRONTISPIECES 

TITLE AUTHOR PAGE 
SAMO EO PIBOD 6555550. oG sco eke sew vlestbinskeeo ees Parse MGW Sass ce ce ose oaee. Z 
Flood Gates of the Wilson Dam at Muscle Shoals ...... PIMP GOROKEG: oc cekncccwes ees 66 
Ree MONEE Al yo ssctosehate otha yao sib o-oo wk o6 SICA eile bi orerslesionioe JON GC. PONOW 5 coriiieciccsie canis 130 
Pee ate PANIIT IIS 2/5). pakiceleoscienlne cient eee ecesuees POP ONES: cei sina anins cuhuen 194 
NOR oie og too toa Mise ebc om eae se eae ne eens FOO FOROS Krwcccncrvrsitsnwuecees 258 
PANAGLIGAIN AITONCMORDE 5.6 5.5.0siv.6s:a0p.0'9 0 00-305 e10 bes wes earsie MC RERIES SHAOLEV os: 25:00: 0:5:0 cise clare 6 322 
RUM artaTRAOONARENISIR tye'e stoi Jain Gva'e- cialis Sishevalae sles eseietatelons sitar Mark BQUN cos sicsas ste ctc cians 386 
PRM SEINE ONE o-oo o's 5 00s Vis ciao mien ww diese See We H. Armstrong Roberts ......... 450 
Gas—A Faithful Public Servant in Peace or War ..... Charles Phelps Cushing .....-.. 514 
HENS PUR LCMTAOED © 5 iu ta:210:Stevosis clo scl oie kent letorers bl eR UME CRS ea H. Armstrong Roberts ......... 578 
RSG MOMMIES 5-5/0 075 sie (Onis) 01.0 Ware ale ars nial widini ol wlan ee eteeiele INES “SPORCER” cons ecaccsince vee 666 
NOME SO csic Pee ba iy eld SS ale oa, 0iS wie ih wala dine wie iar EK NS Mitton: SORGIE: <c.%20s80aoie dew 730 
SORSIUCEIN OWN OPKEES: 5h si 0's oc sicin eos sciceeseesneees PHD Evarg00d % ocscictesccenns 794 

CARTOONS 

TITLE Pace 

BNE AEE RB SOU ona: oin 751 8Fse.60'5'925 ie)d, Hos BS wel sis ub hace wate wire die p reader eie Uri orsl OR eie Rie aaENTALS 39 


“That Ex-telephone Soldier Made Them So Darn Sensitive the Alarm Goes Off for 
ROIS ROR S85 ob osik beasbs Gis xs 4b 6 oie s'vASS ES RIA Ree RE GAOR AAR Ree ee NCUA ON 


“It was Bad Enough with Cats and Kites; Now It’s You Guys” ...........ceeeeeeeeeees 105 
“Prize for the Best Filet Mignon avec les Champignons Goes to Mess Sergeant O’Grady 

WOE AMSAT PUB oe os bs 55RD RSs ee slale Mule ON Re SEL Ns FORCE OM Thea Feet aslo T nee 109 
“Since He Heard about the Threatened Power Shortage, Abercrombie Has Decided to 

Give Up His Electric Razor for the National Defense” ...........ccccccccscsveccceccs 171 
“You Can’t Put in New Poles. What’ll I Do for a Stock Fence?” ............ccecccees 175 
“put it Cane ne the Gord, ‘Setveant, I Fined That? osc se cv vases ioe de ete ese ovals we 235 
“I Hear There’s a Talent Scout from Western Union Out Front” ..............0eeeeeeee 239 


“Dy t1caven, This is Dramatic: “You Kuow Te)” ooo. dec ove acs ccca sa cecclne iy eneeanted 301 
IV 









; 
4 
7 


eae te™ ot 


arcane woes 19ST san AN SK ETE 









PUBLIC UTILITIES FORTNIGHTLY INDEX 


Illustrations—Continued 


TITLE PAGE 


“They’ ve Got the Telephone Exchange Camouflaged So Well, They Can’t Find the Blamed 
Place!” 


Bringing Down Baby 

“Ahoy! For National Defense!” 

“Better Take His Name for a Witness, Mike” 

Sacrifice 

“Remember That Runt of a Grunt We Used to Ride When We Worked for the Phone 
Company? Well, Don’t Look Now, but He Is Our New Lieutenant” 

“What Part of the Bird Do You Prefer?” 

“Well, There Goes the Only Cash and Carry Customer We've Got” 

“So Sorry Uncle William’s Picture Seems to Be Missing! Before His Death He Occu- 
pied the Chair of Applied Electricity in One of Our Prominent Public Institutions” 

They’ve Settled Another Strike 


“I Tried to Tell Them I Wasn’t a Member of the Blues. You’re Going to Hear from the 
Baltimore & Ohio Railroad about This” 


“Business Is Picking Up—Only Six Slugs and No Willkie Buttons” 
But They Left the Window Up 

“Break Step, Men” 

Cartoon from The New Yorker 





Departments 


Utilities Almanack 1, 65, 129, 193, 257, 321, 385, 449, 513, 577, 665, 
729, 793. 
Orit GE te Wath BAG. cccwssccn cs kewsenewess 287. 


Wire and Wireless Communication 27, 93, 158, 223, 288, 350, 414, 478, 544, 606, 
693, 755, 820. 


Financial News and Comment :.31, 97, 161, 227, 292, 354, 418, 482, 547, 610, 
697, 759, 824. 


What Others Think 37, 103, 167, 233, 298, 360, 424, 488, 553, 616, 
703, 765, 830. 

March of Events, The 47, 112, 178, 242, 307, 369, 434, 497, 562, 625, 
712, 775, 840. 

Latest Utility Rulings, The 57, 121, 186, 250, 314, 377, 442, 505, 570, 633, 
721, 785, 849. 

Public Utilities Reports 63, 127, 191, 255, 319, 383, 447, 511, 575, 663, 
727, 791, 855. 





Appendix 


Utility Addresses before the American Bar Association 








Index to Public Utilities Reports 


(This section of the magazine, which comprises the decisions, orders, 
and recommendations of courts and commissions, is too voluminous 
to be included in this index. These reports are published annually 
in their entirety, in five bound volumes, together with the Annual 
Digest; copies may be obtained from the publishers, Pustic UTILITIES 
Reports, Inc., Munsey Building, Washington, D. C., upon application.) 


Vv 





PUBLIC UTILITIES FORTNIGHTLY 
Subject Index 


ABANDONMENT, 
Branch railroad lines, 151. 


ACCOUNTING, 
Continuing property records, 432, 621. 
Depreciation, 535, 647. 
Depreciation, service-life principie, 656. 
— under Holding Company Act, 
659. 


Expenditures on refunded bond issue, 360. 

TVA accounting vendetta, 688 

— systems for telephone companies, 
352. 


ADMINISTRATIVE LAW, 


Report of Attorney General’s committee on 
procedure, 260. 


ADVERTISING, 
Continued, during war, 706. 


AIR CARRIERS, 
Civil Aeronautics Board weights air lia- 
bility law, 397. 


ALASKA, 
Hand of Ickes in, 731. 


AMERICAN BAR ASSOCIATION, 
Important addresses, 639. 


AMERICAN POWER & LIGHT, 
Accession to SEC views, 296, 


ARKANSAS VALLEY AUTHORITY, 


Historical background, 195. 
Power question, 341 
Proposals to Congress, 279. 


ARMY, 
See War. 


ASSOCIATED GAS & ELECTRIC, 
Proceedings involving, 358, 611. 


ATOMIC ENERGY, 
Aspirin for atomic headaches, 598. 


AUXILIARY SERVICE, 
Special rates for, 45. 


BANKING, 
Opportunities under regulation, 428. 


BIDS, 
See Competitive Bidding. 


BONDS, 
See Security Issues. 


BUSINESS, 
Government control, 236. 


CENSORSHIP, 
M-day and the wires, 270. 


CHARTS, 

Earnings, fares, and costs of traction in- 
dustry, 419 

Expansion in electric capacity required for 
defense, 293. 

Financial news and comment, 615, 761. 

Monthly revenues of gas industry, 549, 

Operating electric company bonds, 677. 

Passenger vs. freight earnings, 212. 

Relation of component elements of liabili- 
ties and other credits to total, 70. 

Weighted average typical electric bills of 
independent and subsidiary utilities, 705. 


CIVIL AERONAUTICS BOARD, 
Weighs air liability law, 397. 


CIVIL SERVICE, 
Labor boss in publicly owned utilities, 749. 


COMMISSIONS, 

See also Securities and Exchange Commis- 
sion. 

Civil Aeronautics Board weighs air liabil- 
ity law, 397, 

Improvement of commission laws, 259. 

NARUC convention, 369. 

What the state commissioners are thinking 
about, 424. 


COMMUNICATIONS, 
See also Radio; Telephones. 
Bombing disasters, plans ahead for, 11. 
International radio and cable, 158. 
M-day and the wires, 270. 
Priorities, 693. 


COMMUNICATIONS COMMISSION, 


Conferences and studies on long-distance 
rate structure, 27. 


COMPETITIVE BIDDING, 
Big buyers of securities helped, 460. 
Crisis in, 549. 
Open bidding rules and private sales, 772. 
Problems of, 67, 140. 
Relation to redistribution of voting power, 
40 


Tests get under way, 355: 





ion in- 
red for 
61. 

549, 

17. 
liabili- 


ills of 
, 705. 


s, 749, 


»mmis- 
liabil- 

59. 

inking 


N, 
istance 


PUBLIC UTILITIES FORTNIGHTLY INDEX 


CONGRESS, 
Natural Gas Act changes investigated, 233. 


CONSOLIDATED ELECTRIC AND GAS 
COMPANY, 


Analysis of, 486. 


CONVENTIONS, 
Addresses at American Bar Association, 
639. 


National Association of Railroad and Util- 
ities Commissioners, s 

United States Independent Telephone As- 
sociation, 606. 

What the state commissioners are thinking 
about, 424. 


CORPORATIONS, 
Simplification under Holding Company Act, 
see Holding Companies. 


COSTS, 


See also Prices. 
Rising, for utilities, 579. 


CROSSINGS 
Cost of eliminating grade crossings, 813. 


DEPRECIATION, 


Accounting for, 535, 

— developments in connection with, 
647. 

Service-life principle, 656. 

Table lists for leading subsidiaries of reg- 
istered holding companies, 551 

Under Holding Company Act, 659. 


EARNINGS, 
Keeping pace with operating costs, 106. 
Railroad, on passenger and freight opera- 
tions, 206, 420. 
Transit, 418. 


EDISON ELECTRIC INSTITUTE, 
Registration with SEC, 131. 


ELECTRICITY, 


Arkansas Valley Authority, 195, 279, 341. 

Cost of one kilowatt capacity, 482 

Emergency power problem, views of com- 
missioners, 425. 

Farm power aids national defense, 216. 

FPC power program might bankrupt util- 
ities, 292. 

Future for the utilities, 579. 

Hand of Ickes in Alaska, 731. 

Independent companies compared with hold- 
ing company subsidiaries, 703. 

Krug, J. A., as coordinator of defense 
power for OPM, 451. 

—_ power plant in national defense, 
14 


Operating ratios of electric utility com- 
panies, 422. 


ELECTRICIT Y—continued. 


Pinch for power, 335. 

Power czar for national defense, 298. 
Power from the winds, 710. 

Power pioneering on the Pacific, 287. 
Priority policies and the utilities, 765. 
_ for auxiliary and standby service, 


Rural development, 545. 

Shortage, southeastern, 238. 

Shortage, what constitutes, 303. 

= in Federal regulation of industry, 


EMERGENCY, 


See also National Defense. 
Regulatory effects of, views of commission- 
ers, 426. 


EMPLOYEES, 


See also Labor. 
Protection of drafted, 3. 


ENGINEERS, 
— engineer’s post develops best seller, 


ENGINEERS PUBLIC SERVICE COM- 


NY, 
Death sentence litigation looms, 226. 


ENGLAND, 
Letter from, on utilities, 616. 


FARMS, 
See also Rural Electrification. 
Telephones and electricity on U. S. farms, 
545. 


FEDERAL POWER COMMISSION, 


Natural Gas Act changes investigated, 233. 
Program which might bankrupt utilities, 
292. 


TVA accounting vendetta, 688. 


FIRES, 
Bombing disasters, plans ahead for, 11. 


FLOODS, 
Prevention and its cost, 85. 


GAS, 
Emergency affecting utilities, 515. 
Industry feels defense stimulus, 547. 
Industry gets a sprightly symbol, 559. 
Institute—an industrial educational experi- 

ment, 108. 

Monthly revenues of industry, 549. 
Natural Gas Act changes investigated, 233. 
Priority system as affecting, 553. 
Vegetation method of locating leaks, 44. 





PUBLIC UTILITIES FORTNIGHTLY 


GOVERNMENT, 
See also Public Ownership. 
Antiutility group in, 579. 
Business control by, 236. 
Socialism in post-war period, 667. 


HOLDING COMPANIES, 

American Power & Light accedes to SEC 
views, 296 

Associated Gas and Electric reorganiza- 
tion, 358, 611. 

Competitive bidding, 40, 67, 140, 355, 460, 
549, 772. 

Consolidated Electric and Gas Company 
analysis, 486. 

Currert problems under act, 639. 

Death sentence, extreme views on simpli- 
fication, 75 

Death sentence litigation looms, 226. 

Depreciation and maintenance of subsidi- 
aries of, 551. 

— under Holding Company Act, 
659. 


Economic value, 762. 

Edison Electric Institute registration with 
SEC FSi. 

Eicher’s address at EEI convention, 31. 

Future of centralized utility management, 


Integration as doubtful solution of prob- 
lem, 703. 

Integration, new styles in, 100. 

Integration progress, 429. 

Integration, SEC housecleaning policies 
may delay, 697. 

Integration, two-year program, 161. 

New England Public Service Company an- 
alysis, 97. 

Ogden Corporation, as case history in in- 
tegration, 698. 

Relationship to national defense, 37. 

Socialism in post-war period, 667. 

Subordination principle in reorganization, 
163, 229 

Transportation subsidiaries or affiliates, 
394. 

Trends in Federal regulation, 173. 

Values existing in holding company secu- 
rities, 806. 


ICKES, HAROLD L., 
Hand of, in Alaska, 731. 


INSURANCE COMPANIES, 


Competitive bidding as help to, 460. 
Investments by, 423, 493. 


INTEGRATION, 
See Holding Companies. 


INVESTORS, 


See Security Issues. 


LABOR, 


Boss in publicly owned utilities, 749. 

Protection of public in defense and public 
utility industries, 795. 

Stranglehold on railroads, 323. 


LEAKS, 
Vegetation method of locating gas, 44. 


LEGISLATION, 


Improvement of commission laws, 259. 
Penalties for sabotage, 23 
To curb labor quarrels and strikes, 795. 


LIABILITY, 


Civil Aeronautics Board weighs air liability 
law, 397 


LIQUIDATING VALUES, 
Estimated, for holding companies, 32. 


LIVING COSTS, 


Average annual expenditure of American 
families for utility services and other 
living expenses, 523, 534. 


LOUISVILLE GAS & ELECTRIC COM- 
PANY, 


Common stock offering, 700. 


MAINTENANCE, 


Table lists for leading subsidiaries of reg- 
istered holding companies, 551 


MANAGEMENT, 
Future of centralized, 468. 


MAPS, 
Arkansas Valley Authority, 197, 201. 


M-DAY, 
Preview of what is likely to happen, 270. 


MOTOR CARRIERS, 


Earnings and traffic problems, 418, 
Transit and national defense, 387. 


MUNICIPAL PLANTS, 


See also Public Ownership. 
Laws making it hard to get, 588. 


MUTUAL SERVICE COMPANIES, 
See Service Companies. 


NATIONAL DEFENSE, 


See also Priorities. 
Bombing disasters, plans ahead for, 11. 





PUBLIC UTILITIES FORTNIGHTLY INDEX 


NATIONAL DEFENSE—continued. PRICES, 
. Electric power on farms as aid, 216. Governmental control, 167. 
public Emergency as affecting gas utilities, 515. Price control in relation in utilities, 682. 
FPC power program might bankrupt utili- 
ties, 292. PRIORITIES 
Gas industry feels defense stimulus, 547. Tielemee C : scati ae 
Ei company relationship to, 37. pol — ne: SHRES, SECT 
rug, J. A., as codrdinat { defense 
4, : ~ for OPM, 451. —— oo a Effect on utilities, 553, 556, 579, 765. 
abor quarrels and strikes threatening, 795. 
Laws that make it hard to get more munici- PROCEDURE, 
9 ‘ pal plants, 588 Manual for rate case procedure, 176. 
: islation t id Ities f bo- 
) — oy o provide penalties for sabo PUBLIC OWNERSHIP, 
5. Mobile power plant in, 147. Arkansas Valley Authority, 195, 279, 341. 
New set-up within office of production man- Hand of Ickes in Alaska, 731 
agement, 453 Labor boss in publicly owned utilities, 749. 
ability Pinch for power, 335. ; Laws that make it hard to get more munic- 
Priorities and preference ratings, 553, 556, ipal plants, 588. 
579, 693, 765. Right to strike under, 103. 
Railroad operation by government for, 402. Socialism in post-war period, 667. 
Telephone industry and, 769. TVA accounting vendetta, 688. 
Transportation role in, 387, 742. 
PUBLIC UTILITIES, 

NATIONAL LABOR RELATIONS oe and promotional effort during 
erican | BOARD, Kuhaillls ene in government affecting, 
other ; Order to Southern Bell Telephone & Tele- 579. 

graph Company, 478. Aspirin for atomic headaches, 598. 
2 : Average annual expenditure of American 
[OM- ' NATURAL GAS, ranged bar services and other liv- 
2 Congress investigates Natural Gas Act Bombing disasters, plans ahead for, 11, 23. 
changes, 233. Bond market, 675. 
Defense for, proposed legislation, 23. 
ia | NEW ENGLAND PUBLIC SERVICE Depreciation _ and maintenance, 535, 551, 
COMPA Earnings and operating costs, 106, 354. 
i Analysis = o7 Emergency as affecting gas utilities, 515. 
FPC power program might bankrupt util- 
NEW YORK CITY, ities, 292. 
Public ownership and the right to strik Holding company benefits, 75. 
103 Pp y >: Independent companies compared with hold- 
. ing company subsidiaries, 703. 
OGDEN CORPORATION — boss = publicly sont utilities, —- 
- abor quarrels and strikes threatening pub- 
Case history in integration, 698. lic welfare, 795. 
Latin American regulation and treatment, 
270. i 488. 
: OPERATING COSTS, Laws that make it hard to get more munic- 


Earnings in relation to, 106. ipal plants, 588. 
a from England, Agee tice. 468. 
anagement, future of centralize 
PASSENGERS, Mobile power plant in national defense, 147. 
Railroad losses on, 206, 420. Pinch for power, 335. 
Power czar for national defense, 298. 
PENALTIES, Price control in relation to, 682. 
Prices of operating company stocks, 484. 
Priorities and preference ratings, 553, 556, 
579, 693, 765. 
PORTABLE PLANTS, Public views on, 459, 


hae power plant in national defense, Regulatory views of commissioners, 424. 
147. 


Legislation to provide, for sabotage, 23. 


Socialism in post-war period, 667. 
wee problems of, ; es 
artime control of rates, 524. 
POWER CZAR, - — Weighted average typical electric bills of 
Need of, 298. independent and subsidiary utilities, 705. 








RADIO, 


Commercial television, 93. 
International radio and cable, 158. 
M-day and the wires, 270. 
Subscriber broadcast service, 158. 


RAILROADS, 

Charts showing passenger vs. freight earn- 
ings, 212. 

Cost of eliminating grade crossings, 813. 

Government operation for defense, 402. 

Labor stranglehold on, 323. 

Loss on passenger traffic, 206, 420. 

Saving the branch lines, 151. 

Table showing passenger department op- 
erating ratios, 207 

Transportation réle in national defense, 742. 


RATES, 

Auxiliary and stand-by service, 45. 

Committee report at NARUC, 431. 

FCC conferences and studies on long-dis- 
tance rate structure, 27. 

Manual for rate case procedure, 176. 

Price control in relation to utilities, 682. 

—. cost of service, new theory, 


Wartime control of, 524. 

Weighted average typical electric bills of 
independent and subsidiary utilities, 705. 

Yardstick telephone rates, 364. 


REFUNDING, 


Accounting for expenditures on refunded 
bond issue, 360. 


REGULATION, 


Government control of business, 236. 

Independent companies compared with hold- 
ing company subsidiaries, 703. 

Latin American regulation and treatment of 
utilities, 488. 

Trends in Federal, with respect to electric 
industry, 173, 

What should be done to improve commis- 
sion laws, 25 

What the state commissioners are thinking 
about, 424. 


REORGANIZATION, 


See also Holding Companies. 

Current problems under Holding Company 
Act, 639. 

Housecleaning policies may delay integra- 
tion, 697. 

Subordination principle, 163, 229. 


REPRODUCTION COST, 


Of service, a new rate-fixing theory, 171. 
Wartime control of rates, 524. 


RETIREMENT RESERVE, 
Accounting for depreciation, 535. 





PUBLIC UTILITIES FORTNIGHTLY 
RURAL ELECTRIFICATION, 








Power on farms aids national defense, 216, 

Power pioneering on the Pacific, 287. 

— and electricity on U. S. farms, 
45. 


SABOTAGE, 


Precautions against, 3, 11, 23. 


ST. LAWRENCE WATERWAY, 


Press reaction to scheme for inclusion in 
Rivers and Harbors Bill, 367. 


SECURITIES AND EXCHANGE COM- 


MISSION, 

See also Holding Companies. 

Chairman Ejicher’s address at EEI con- 
vention, 31. 

Edison Electric Institute registration with 
SEG, 131. 

Future of centralized utility management, 
68 


Holding companies and the national defense, 
oy 


Housecleaning policies may delay integra- 
tion, 697. 

Trends in Federal regulation, 173. 

Two-year integration program, 161. 

Views on “death sentence,” 75. 


SECURITY ISSUES, 


Accounting for expenditures on refunded 
bond issue, 360. 

Bond market, 675. 

Case for utility equities, 421. 

Competitive bidding for, 40, 67, 140, 355, 
460, 549, 772. 

Direct sales to public, 759. 

Life insurance company investments, 423, 

Liquidating value estimates for holding 
companies, 32. 

Louisville Gas & Electric common stock 
offering, 700 

Operating ratios of electric utility compa- 
nies, 422 

Price of operating company stocks, 484. _ 

Subordination principle in reorganization, 
163, 229. 

Values existing in holding company secu- 
rities, 896. 

Yardsticks for stocks, 760. 


SERVICE, 


Independent companies compared with hold- 
ing company subsidiaries, 703. 


SERVICE COMPANIES, 


Edison Electric Institute registration with 
SEC; 131 

Future of centralized utility management, 
468. 

Regulation of, 430. 









i 
i 


tN OE he Bis ie aS AL A IAS SF 





‘ 
4 
ad 
oe 


RIN Alea AINE ELE I REALE IR REND AVE: 








a gi esas 


sion in 


COM- 


I con- 
n with 
zement, 
lefense, 


ntegra- 


funded 


0, 355, 


s, 423, 
1olding 

stock 
ompa- 


84. 
zation, 


secu- 


He Sar a aS nd OE CARON kav es oR RENN A 


PUBLIC UTILITIES FORTNIGHTLY INDEX 


SIMPLIFICATION, 
See Holding Companies. 


SLIDING SCALE, 
Committee report at NARUC, 433. 


SOCIALISM, 
Hand of Ickes in Alaska, 731. 
Heading for, in post-war period, 667. 


SOUTH AMERICA, 
Regulation and treatment of utilities, 488. 


STANDBY SERVICE, 
Special rates for, 45. 


STATES, 
Committee report on state-Federal codper- 
ation at NARUC, 433. 


STREET RAILWAYS, 


Transit and the national defense, 387. 
Transit earnings and traffic problems, 418. 


STRIKES, 


Protection of public in defense and public 
utility industries, 795. 
Public ownership and right to strike, 103. 


TABLES, 
Accounting systems 
panies, 352, 353. 
Average annual expenditure of American 
families for utility services and other liv- 
ing expenses, 523, 534. 

Capacity costs of electric plants, steam and 
hydro, 482, 483, 484. 
Coupon rate on bonds of serving utility 
and monthly domestic electric bills, 466. 
Distribution of long-term public utility debt 
1938, 494. 

Earnings per share of Public Service of 
New Jersey, 610 

Estimated liquidating values for holding 
companies, 32. 

— private long-term debt of U. S., 
94. 

Flood control investment and cost, 88. 

Holding and independent company operat- 
ing, 763. 

Holding companies and transportation sub- 
sidiaries or affiliates, 394 

Investment in private long-term debt of 
forty-nine life insurance companies, 494. 

Life insurance company investments, 423. 

New set-up within office of production man- 
agement, 453. 

Operating electric company bonds, 677. 

Operating ratios of electric utility compa- 
nies, 422. 

Passenger department operating ratios, 207. 


for telephone com- 


xI 


TABLES—continued. 

Power market in Arkansas valley, 347. 

Power shortages in Arkansas valley, 343. 

Railroad employee earnings, 325. 

Revenues and expenses of streamlined 
trains, 213, 420. 

Statistical data on operating companies with 
common stocks held by public, 760 

Summary of percentage weighted average 
rate increases for telephone service, 366. 

Tax accruals, 610. 

— and electricity on U. S. farms, 

45. 


Upstream reservoir project in Arkansas 
valley, 285 

Utility loans as collateral under British 
loan from RFC, 356. 


TAXES, 
Canadian power companies feel war, 33. 
Discriminatory excess profits taxes, 610. 
On telephone bills, 414. 
Rising, for utilities, 579. 


TELEPHONES, 

Accounting systems for telephone compa- 
nies, 352, 353. 

Committee report at NARUC, 432. 

FCC conferences and studies on long-dis- 
tance rate structure, 27. 

Hand of Ickes in Alaska, 731. 

Independent Telephone Association Con- 
vention, 606. 

Manual for rate case procedure, 176. 

M-day and the wires, 270. 

National defense in relation to, 769. 

NLRB order to disestablish employees’ as- 
sociation, 478. 

On U. S. farms, 545. 

Priorities, 693, 765. 

Progress of, 620. 

Regulation, views of commissioners, 428. 

Release by League for Industrial Democ- 
racy, 607. 

Tax bills, 414. 

Yardstick phone rates, 364. 


TELEVISION, 
Commercial, goes on the air, 93. 


TENNESSEE VALLEY AUTHORITY, 
Accounting vendetta, 688. 


TRADE ASSOCIATIONS, 
Edison Electric Institute registration with 
SEC, 131. 


TRANSPORTATION, 


Committee report at NARUC, 431. 
Earnings and traffic problems, 418. 
Role in national defense, 387, 742. 

Views of commissioners, 424. 





PUBLIC UTILITIES FORTNIGHTLY 


UNIONS, 


See also Labor. 
Stranglehold on railroads, 323. 


UNITED STATES, 

Committee report on state-Federal codper- 
ation at NARUC, 433 

Flood control problem, 85. 

Government business control, 236. 

Price control, 167. 

Railroad operation by, for defense, 402. 


URANIUM ISOTOPE, 
Aspirin for atomic headaches, 598. 


VALUATION, 


Securities in holding company system, 806. 
Wartime control of rates, 524 


VOTING POWER, 
nie bidding and redistribution of, 


WAGES, 
Stranglehold of labor on railroads, 323, 


WAR, 


See also National Defense. 

Advertising and promotional efforts, con- 
tinuance during, 706. 

Bombing disasters, plans ahead of, 11, 147. 

Control of utility rates in, 524 

M-day and the wires, 270. 

Utilities and the war, 3. 


WATER, 
Flood control, 85. 


WATER CARRIERS, - 
Transportation réle in national defense, 742, 


WIND TURBINE, 
Electric power from, 710. 


YARDSTICK, 
Telephone rates according to, 364. 





S, COn- 


11, 147, 





ise, 742, 











Ld 














NATIONAL DEFENSE NEEDS MORE 


THAN “ELBOW GREASE” 


industrial lubrication, as exempli- 
fied by the role of Cities Service, 
plays a vital part 


Lifeblood of the factory line is the Precious 
oil that keeps the wheels of industry turning 
. . . spinning ever faster and faster as tanks, 
ships, planes and trucks spring from blue- 
prints into cold steel. 


In many phases of national defense, Cities 
Service’s industrial oils have been called 


upon to help deliver maximum efficiency of 
operation. 


We are honored by our selection, feeling 
that it indicates more plainly than words 
that we are qualified to meet the lubrication 
problems of industry. The vast experience 
of our Lubrication Engineers is available 
for consultation without cost. All you have 
to do is get in touch with us at any of the 
offices listed below. 


CGM civles SERVICE OIL COMPANIES 


CITIES SERVICE OIL COMPANY —Chicago, New 


York, Cedar Rapids, 


Boston, St. Paul, * ee Forks, Kansas City, Fort Worth, Oklahoma City, Milwaukee, 


eveland, 


CITIES SERVICE OIL COMPANY, LTD.--Toronto, Ontario. 
ARKANSAS FUEL OIL COMPANY Shreveport, Little Rock, ke  Jectesen, 


Miss., Birmingham, Atlanta, Charlotte, N 


. C., Nashville, Richmond, M 
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ty) of push button con- 

trols, on the master control panel 
shown above, makes possible the accv- 
rate study and observation of any line 
in an a-c network system under varying 
operating. conditions. This is the heart 
of the Westinghouse network calcu- 
lator for system study—the world’s 
largest. Projected systems can beset up 
in miniature and operated, generators 
can be added, faults applied, and lines 
opened — much the same as in actual 
practice. By use of this calculating 
equipment power companies are sav- 
ing thousands‘of dollars every year. 
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